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THURSDAY, MARCH 4, 1954 


Unitrep Strates SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
WW ashington, re CF 

The committee met, pursuant to notice, at 10:15 a. m., in room 
322, Senate Office Building, Senator George D. Aiken (chairman) 
presiding. 

Present: Senators Aiken, Young, Thye, Mundt, Williams, Schoep- 
pel, Ellender, Hoey, Johnston, Holland, and Clements. 

The CuarrMAN. The committee will come to order. This is the 
first day of hearings on S. 3052, a bill to encourage a stable, pros- 
perous, and free agriculture, and for other purposes 

(The bill referred to is as follows:) 


[S. 3052, 83d Cong., 2d sess.] 
A BILL To encourage a stable, prosperous, and free agriculture and for other purposes, 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the “Agricultural 


Act of 1954’’. 
TITLE I—SET-ASIDE OF AGRICULTURAL COMMODITIES 


Sec. 101. The Commodity Credit Corporation shall, as rapidly as the Secretary 
of Agriculture shall determine to be practicable after the price-support schedules 
prescribed by section 101 of the Agricultural Act of 1949, as amended, become 
effective, set aside within its inventories not more than the following maximum 
quantities and not less than the following minimum quantities of agricultural 
commodities or products thereof heretofore or hereafter acquired by it from 1954 
and prior years crops and production in connection with its price-support 
operations: 

Minimum 

Commodity juantity quantity 
Wheat (bushels) __.- ; ; : : 500, 000, 000 400, 000, 000 
Upland cotton (bales) _- + 000, 000 3, 000, 000 
Cottonseed oil (pounds) _. 500, 000, 000 0 
Sutter (pounds) _- 200, 000, 000 0 
Nonfat dry milk solids (pounds) - - 300, 000, 000 0 
Cheese (pounds) ot . 150, 000, 000 0 


” 


Such quantities shall be known as the ‘‘commodity set-aside 
Sec. 102. Quantities of commodities shall not be included in the commodity 
set-aside which have an aggregate value in excess of $2,500,000,000. The value 
of the commodities placed in the commodity set-aside, for the purpose of this 
section, shall be the Corporation’s investment in such commodities as of the 
date they are included in the commodity set-aside, as determined by the Secretary. 
Sec. 103. (a) Such commodity set-aside shall be reduced by disposals made in 
accordance with the directions of the President as follows 
(1) Transfer for foreign aid purposes, including disaster and other relief 
purposes outside the United States, to the extent not inconsistent with other 
legislation; 
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(2) Sale or barter (including barter for strategic materials) to devel 
new or expanded markets for American agricultural commodities; 

(3) Donation to school lunch programs; 

(4) Transfer to the national stockpile established pursuant to the Act 
June 7, 1939, as amended (50 U.S. C. 98—98h), without reimbursement fr: 
funds appropriated for the purposes of that Act; 

(5) Donation, sale, or other disposition for research, experimental, 
educational purposes; 
(6) Donation, sale, or other disposition for disaster or other relief purpo 
in the United States or to meet any national emergency declared by t 
President; and 
(7) Sale for unrestricted use to meet a need for increased supplies at 
less than 105 percent of the parity price in the case of agricultural co 
modities and a price reflecting 105 percent of the parity price of the agr 
cultural commodity in the case of products of agricultural commodities. 
The President shall prescribe such terms and conditions for the disposal of 
modities in the commodity set-aside as he determines will provide adequate 
guards against interference with normal marketings of the supplies of such ec 
modities outside the commodity set-aside. 

b) The quantity of any commodity in the commodity set-aside shall 
reduced to the extent that the Commodity Credit Corporation inventory of s 
commodity is reduced, by natural or other cause beyond the control of the ¢ 
poration, below the quantity then charged to the commodity set-aside 

Sec. 104. (a) The Corporation shall have authority to sell, without regard 
section 103 (a) (7) hereof, any commodity covered by the commodity set-asid 
for the purpose of rotating stocks or consolidating inventories, any such sal 
be offset by purchase of the same commodity in a substantially equivalent quant 
or of a substantially equivalent value 

(b) Dispositions pursuant to this title shall not be subject to the pricing lir 
itations of section 407 of the Agricultural Act of 1949, as amended. 

Sec. 105. The quantity of any commodity in the commodity set-aside or 
the national stockpile established pursuant to the Act of June 7, 1939, as amend 
(50 U.S. C. 98-98h), shall be excluded from the computation of ‘‘carryover’’ for 
the purpose of determining the price support level for such commodity under the 
Agricultural Act of 1949, as amended, and related legislation. Until such tir 
as the commodity set-aside has been completed, such quantity of the commod 
as the Secretary shall determine, between the maximum and minimum quant 
specified in section 101 of this Act, shall be excluded from the computations 
“carrvover” for the purpose of det« rmining the price support level for the 1955 
crop of the commodity, notwithstanding that the quantity so excluded may ni 
have been acquired by the Corporation and included in the commodity set-aside 

Sec. 106. The Commodity Credit Corporation shall keep such records ar 
accounts as may be necessary to show, for each commodity set-aside, the init 
and current composition, value (in accordance with section 102), current invest- 
ment, quantity disposed of, method of disposition, and amounts received « 
disposition. 

Sec. 107. In order to make payment to the Commodity Credit Corporation for 
any commodities transferred to the national stockpile pursuant to section | 
(a) (4) of this Act, the Secretary of the Treasury is authorized and directed t« 
cancel notes issued by the Commodity Credit Corporation to the Secretary of the 
Treasury in amounts equal to the value of any commodities so transferred 
value of any commodity so transferred, for the purpose of this section, shall I 
the lower of the domestic market price or the Commodity Credit Corporation’ 
investment therein as of the date of transfer to the stockpile, as determined b) 
the Secretary of Agriculture. 


TITLE II—AMENDMENTS TO AGRICULTURAL ACT OF 1949, AS 
AMENDED, AND RELATED LEGISLATION 


Sec. 201. Section 101 of the Agricultural Act of 1949, as amended (7 U 
1441), is amended: 

(a) By deleting ‘‘and (c)” in the introductory portion thereof and substituti! 
therefor ‘‘(c), and (d)”’; 

(b) By deleting the word “‘corn’’ in subsection (a) thereof; 
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(c) By adding a new subsection (c) reading as follows: 
‘‘(¢e) For corn, if the supply percentage as of the begir 
year is: 


parity pric 7 
“Not more than 
More than 101 but more thar 
More than 102 but more than 103 
More than 103 but not more than 104 
More than 104 but not more than 105 
More than 105 but more than 106 
More than 106 but more than 107 
More than 107 but more than 108 
More than 108 but more than 109 
More than 109 but not more than 110 
More than 110 but not more than 
More than 111 but more the 
More than 112 but more tl 
More than 3 but more 
More than 4 but not more than 
More than 5 


(d) By redesignating the present sub 
as subsections (d), (e), (f), and (g); and 

(e) By substituting ‘101 (e) (8)’’.for ‘101 (d) (3)” in tl ibsection redesig- 
nated as subsection (g). 

Sec. 202. (a) Section 201 of the Agricultural Act of 194$ I. 8S. C. 1446), 
s amended, is amended by deleting the Words “tung nuts, honey, Irish potatoes,” 
from the first sentence thereof, and by deleting subsection (b) tl f. 

(b) Section 5 of the Act of March 31, 1950 (7 U.S. C. 1450 amended by 
section 5 (a) of Public Law 290, 83d Congress, is repealed. 

Sec. 203. (a) Section 416 of the Agricultural Act f 
U C. 1431), is amended to read as follows: 
“Sec. 416. In order to prevent the waste of food ¢ 
price support operations by the Commodity Credit 
to be in danger of loss through deterioration or they can 
posed of in normal domestic channels without impairment of the price support 
program, the Commodity Credit Corporation is authorized, l h terms and 
under such regulations as the Secretary may deem in the public interest: (1) 
Upon application, to make such commodities availab] ) any leral agency 
for use in making payment for commodities not produced in the United States; 
(2) to donate such commodities to the B 


~t 


i 
5. 
‘S 


sureau of Indian 
agency or State agencies as may be designated bh) 
approved by the Secretary, for use in nonprofit scl 
assistance of needy persons, and in State penal ar 
(3) to donate any such commodities in excess of 
(1) and (2) above to United States private welfar 
assistance of needy persons outside the United St 
Corporation may pay, with respect to commodities 
processing, packaging, transporting, handling 
the time of their delivery to a Federal agen 
in the case of commodities made available 
their delivery free alongside ship or free 
in the case of commodities made availabl 
the purposes of this section the terms ‘ 
District of Columbia and any Territory or 

(b) The second paragraph of the Act 
amended, is hereby amended by adding 
following words ‘“‘and for use in such State penal 
Secretary may approve’. 
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TITLE ITI—AMENDMENTS TO AGRICULTURAL ADJUSTMENT ACT 
OF 1938, AND RELATED LEGISLATION 


Sec. 301. Section 301 (a) (1) (Ff) of the Agricultural Adjustment Act of 1938 
as amended (7 U. 8. C. 1301 (a) (1) ()), is further amended by changing the 
period at the end of item (ii) to a comma and adding the following: “in the ca 
of nonbasie agricultural commodities, and after January 1, 1955, in the case of 
the basic agricultural commodities.” 

Sec. 302. Section 301 (b) of the Agricultural Adjustment Act of 1938, a 
amended (7 U.S. C. 1301 (b)), is amended: 

(a) By amending paragraph (8) to read as follows: 

(8) ‘National acreage yield’ as applied to cotton or wheat shall be the national 
acreage yield per acre of the commodity during the five calendar years preceding 
the year in which such national acreage yield is used in any computation author 
ized in this title, adjusted for abnormal weather conditions 

(b) By striking out in paragraph 13 (A) the word ‘‘ten’’ wherever it appears 
therein and inserting in lieu thereof ‘five’, and by inserting in the first sentence: 
a period after the word “conditions’’ and striking out the remainder of the sen- 
tence; 

(c) By striking out in the second sentence of paragraph 13 (C) the language 
“ten-year period or five-year period, as the case may be,’’ and inserting in lieu 
thereof “five-vear period’”’; and 

(d) By striking out all of the first sentence of paragraph 13 (EF) following the 
words “abnormal weather conditions”’ and inserting in lieu thereof the language 
during the five calendar years immediately preceding the year in which such 
normal vield is determined”’. 

Sec. 303. Part II of subtitle B of title III of the Agricultural Adjustment Act 


t 
of 1938, as amended (7 U. 8. C. ch. 35, subch, II, subtitle B, } t. IT), is amended 
by striking out the designation ‘““MARKETING QUOTAS—CORN” and inserting in 
lieu thereof the words “ACREAGE ALLOTMENTS—CORN”’, 

Sec. 304. Sections 322 to 325, inclusive (7 U. 8. C. 1322 to 1325), and section 
326 (7 U.S. C. 1326), insofar as itis applicable to corn, of the Agricultural Adjust- 
f 1938, as amended, are hereby repealed, and section 327 thereof (7 
) 


ment Act, « 
U.S. C. 1327) is hereby amended to read as follows: 
“PROCLAMATION OF COMMERCIAL CORN-PRODUCING AREA 


“Sec. 327. Not later than February 1 of each calendar year, the Secretary shall 
ascertain and proclaim the commercial corn-producing area.”’ 

Sec. 305. The first sentence of section 328 of the Agricultural Adjustment Act 
of 1938, as amended (7 U. 8. C. 1328), is amended by striking out the work ‘‘ten”’ 
and inserting in lieu thereof ‘“‘five’’, by striking out the language ‘“‘and trends in 
yield’”’, and by striking out the word ‘or’ and inserting in lieu thereof ‘and corn”’ 

Src. 306. Section 329 of the Agricultural Adjustment Act of 1938, as amended 
(7 U.S. C. 1329), is amended by striking out the word “ten” and inserting in lieu 
thereof ‘‘five’’. 

Src. 307. The first sentence of section 333 of the Agricultural Adjustment Act 
of 1938, as amended (7 U. 8. C. 1333), is amended by striking out the language 
“for wheat”’ and inserting in lieu thereof “per acre of wheat during the five calen- 
dar vears immediately preceding the calendar vear in which such allotment is 
proclaimed, adjusted for abnormal weather conditions”’. 

Sec. 308. Section 334 of the Agricultural Adjustment Act of 1938, as amended 
(7 U.S. C. 1334), is amended by striking out the word ‘‘ten”’ wherever it appears 
therein and inserting in lieu thereof the word “five’’. 

Sec. 309. Section 371 of the Agricultural Adjustment Act of 1938, as amended 
(7 U.S. C. 1371), is herebv amended 

(a) Subsection (b) is amended to read as follows: 

“If the Secretary has reason to believe that, because of a national emergency 
or because of a material increase in export demand, any national acreage allotment 
for corn or any national marketing quota cr acreage allotment for wheat, cottoa, 
rice, peanuts, or tobacco should be increased or terminated, he shall cause an im- 
mediate investigation to be made to determine whether the increase or termination 
is necessary in order to effect the declared policy of this Act or to meet such emer- 
gency or increase in export demand. If, on the basis of such investigation, the 
Secretary finds that such increase or termination is necessary, he shall immediately 
proclaim such finding (and if he finds an increase is necessary, the amount of the 
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increase found by him to be necessary) and thereupon such quota or allotment shall 
be increased, or shall terminate, as the case may be.”’ 

(b) By adding in subsection (c) after the words ‘‘marketing quota’, wherever 
they appear therein, the words ‘‘or acreage allotment’’, and 

(c) By deleting subsection (d) therefrom. 

Sec. 310. Public Law 74, Seventyv-seventh Congress (7 U. S. C. 1330, 1340 
as amended, shall not be applicable to corn. 


TITLE IV—-AMENDMENTS TO AGRICULTURAL MARKETING 
AGREEMENT ACT Ol 


Sec. 401. The Agricultural Adjustment Act (of 1933), as : ded, and as 
reenacted and amended by the Agricultural Marketing yreeme of 1937, 
as amended, is further amended as follows 

(a) Section 2, as amended .s. C. 602 
new subsection: 

(4) Through the exercise of the powers conferred 
culture under this title, to establish and maintain suc 
tions for any agricultural commodity enumerated in se 
in the interests of producers and consumers, an order 
to market throughout its normal marketing season to a\ 
tions in supplies and prices.”’ 

(b) Section 8e (2), as amended (7 U.S. C. 608e 
follows: 

2) Orders issued pursuant lis sex all be applicabl 
following agricultural commodities and the products thereof (except 
or frozen fruits and vegetables, other than olives and asparagus 
products of naval stores), or to any regional market cl 
commo‘tity or product: Milk, fru including « 
or freezing, but not including apples, other thar 
of Washington, Oregon, and Idaho), filberts, almon 
(including vegetables for canning or freezing), to 
bees, and naval stores as included in the Naval Sto 
lished thereunder (including refined or partially refit 

(c) Seetion 8c (6), as amended (7 U.S. C. 608e (6 amends 

(1) By deleting the provisions immediately preceding paragraph 
and inserting in lieu thereof the following: 

**(6) In the case of the agricultural commodities and the produ 
other than milk and its products, specified in subse ym (2) orders 
pursuant to this section shall contain one or more of the followin 
and conditions, and (except as provided in subsection (7 no others:” 

(2) By adding the following new paragraphs at the end thereof: 

‘“(H) fixing or provi ling a method for fixing the 1Z 
dimensions, or pack of the container, or container 
the packaging, transportation, sale, shipment, or dling of any fresh or 
dried fruits, vegetables, or tree nuts 

“(L) establishing or provi ling for the establishment of marketing research 
and development projects designed to assist, improve, or promote the 


} 


marketing, distribution, and consumption of an ich commodity or product, 


1 ps 
ric 


the expense of such projects to be paid from funds eollected pursuant to the 


marketing order 


TITLE V—AMENDMENTS TO SOIL CONSERVATION AND DOMESTI¢ 
ALLOTMENT ACT 


Sec. 501. Section 8 of the Soil Conservation and Domestic Allotment Act, as 
amended (16 U.S. C. 590h), is amended: 

(a) By striking out of subsection (a) ‘January 1, 1955” and “December 31, 
1954”, wherever they appear therein, and inserting in lieu thereof “January 1, 
1957” and “December 31, 1956’’, respectivel 

(b) By adding at the end of subsection (a) the following 

“During the period prior to January 1, 1957, the Secretary shall carry out the 
purposes specified in section 7 (a) through State action as rapidly as adequate 
State laws are enacted and satisfactory State plans are submitted Notwith- 
standing the-foregeing provisions of this section and section 7, the provisions 
this section with respect to the State, county, and loc: ommittees of farmers 
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shall continue in full force and effect for purposes other than the administration 
of State plans.’’; 

(c) By striking out of the second paragraph of subsection (b) the language 
“at not to exceed a fair price fixed in accordance with regulations to be prescribed 
by the Secretary” and by adding at the end of such paragraph the following new 
sentence: “The price at which purchase orders for any conservation materials or 
services are filled may be limited to a fair price fixed in accordance with regula- 
tions preseru ed by the Secretary 


Sec. 502. Section 15 of the Soil Conservation and Domestic Allotment Act, as 
} 


amended (16 U.S. C. 5900), is amended by adding at the end thereof the followir 

“Notwithstanding the foregoing provisions of this section and the provisions 
of section 7 (2), programs of soil-building practices and soil- and water-conserving 
practices shall be based on a distribution of the funds available for payments 
and grants among the several States in accordance with their conservation needs, 
as determined by the Secretary, except that the proportion allocated to any State 
shall not be reduced by more than 15 per centum from the distribution of such 
funds for the next preceding program year In carrying out such programs, the 
Secretary shall give particular consideration to conservation problems on farm- 
lands diverted from crops under acreage-allotment programs.” 

The CHarrMan. The witnesses this morning will be representatives 
of the Department of Agriculture. The committee has a great many 
requests to be heard from different persons and organizations. | 
believe some 50 or 60 in all. We will continue these hearings at least 
3 days a week until all the information which can properly be given 
the committee has been submitted and as many people as possible 
have been heard or have had a chance to be heard. 

That does not mean that we can hear every individual who might 
want to be heard and get through with the hearings in time to accom- 
plish anything toward a new and improved farm program at this 
session. I would like to say that the day before yesterday, when 
this bill was introduced, I gave a résumé of its provisions on the 
Senate floor. In that résumé I made reference to the control of 
diverted acres and a provision which would instruct the Secretary to 
control those diverted acres or at least see that they did not bring 
about the collapse of prices of those who are engaged in other lines 
of production. 

It has been called to my attention that although I covered the 
diverted acres in the résumé, the provisions relating to diverted acres 
were left out of the bill. Im view of the haste with which both the 
résumé and the final draft of the bill were prepared, it is surprising 
that we didn’t leave out any more than that of one or the other. 
But certainly attention to diverted acres is a vital part of any farm 
program. 

Very obviously you can’t restrict production of certain crops and 
then let that acreage be used indiscriminately for the production of 
other commodities. That, I am sure, will be attended to by the 
committee, along with many other things, as the hearings progress 
and as we get into executive session at the end of the hearings. 

There is no claim for perfection for this bill. In fact, unless history 
fails to repeat itself the bil! probably won’t have too much resemblance 
to its present phraseology by the time we finish work on it. The 
witness from the Department of Agriculture this morning is Under 
Secretary True D. Morse, who has some of his assistants with him. 

Mr, Morse, you may speak for yourself, 
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STATEMENT OF HON. TRUE D. MORSE, UNDER SECRETARY OF 
AGRICULTURE, AND KARL D. LOOS, SOLICITOR, UNITED STATES 
DEPARTMENT OF AGRICULTURE 


Mr. Morse. Mr. Chairman, we fee! that it would facilitate the work 
of the committee, if the Solicitor, Mr. Karl Loos, who is here, and 
who worked with you on this draft, could explain how this bill, S. 3052, 
would change the existing laws and also the extent to which it would 
put into effect the President’s message making recommendations on 
agriculture. If it is agreeable to you and the committee we would 
suggest that Mr. Karl Loos, our Solicitor, proceed with such explana- 
wion. 

The CuarrMan. We will be glad to have Mr. Loos explain this bill. 
Is he to explain, too, how various parts of it might fit into the Presi- 
dent’s program. 

Mr. Morss. Yes, sir. I would think that explanation might be 
carried along with the other explanation. 

The CHarrMAN. We have asked the Department of Agriculture 
officials to hold themselves in readiness for today and tomorrow. It 
is not our intention to continue hearings after 12 o’clock today, but 
it is our intention to give the members of the committee ample time 
to ask questions of the representatives of the Department of Agricul- 
ture, and if we do not conclude at noon today, we have the time avail- 
able to resume at 10 o’clock tomorrow morning. 

Senator Young? 

Senator Youna. The views expressed by you, Mr. Loos, will be 
those of the Secretary of Agriculture, Mr. Benson? 

Mr. Loos. Yes, sir. 

Senator Youna. He fully supports any views you express? 

Mr. Loos. I expect to explain what the bill does in the way of 
amendments of the law. I don’t expect to discuss the merits. 

The Cuarrman. This bill, Senator Young, it should be understood, 
is not the Department’s bill, nor the administration’s bill. I have 
reason to believe that much of it would fit into the administration 
program. I assume Mr. Loos will analyze the provisions of the bill 
as he goes along, and advise us as to whether or not the provisions 
do fit into the President’s program. 

Senator Youna. I thought this was an administration bill. 

The CHarrMAN. This is a bill I introduced so we could have some- 
thing with which to start hearings. 

Senator Youna. This is your own bill and not the administration 
bill? 

The Cuarrman. I have reason to believe that much of it will be 
acceptable to the administration, but it is not intended to represent 
the complete program of the administration. 

Mr. Loos. All of the provisions, Senator, of the bill are a part of 
the administration bill, or part of the bill that we are attempting to 
prepare. The purpose of the bill, as I understand it, introduced by 
Senator Aiken, is to put into effect most of the recommendations of 
the President in his special message on agriculture. The bill covers 
all of those recommendations, except two. I will point out the two 
that are omitted. 
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Senator Young. There will be another bill coming over? 
Mr. Loos. Probably proposed amendments to this bill, rather than 
a new bill. 

Senator CLeMEnNts. Do I understand you to say there will be an 
administration bill, that they are working on an administration bil! 
now? 

Mr. Loos. It will probably be done, Senator, by way of amendments 
to this bill. 

Senator CLeMENts. Has the Department worked on this bill? 

Mr. Loos. Yes, sir. 

Senator CLemMeNts. As I understand it, this is an administration 
bill? 

Mr. Loos. All of the provisions in it. 

Senator CLEMENTs. As far as it goes, it is an administration 
supported measure? 

Mr. Loos. It carries out the recommendations of the President. 

The CHArrMAN. It was not intended, Senator Clements, that this 
bill should represent the entire program of the administration. It 
is also my understanding that as far as this bill goes it meets with thx 
approval of the administration and I would expect it represents pos- 
sibly 80 percent of the program. 

Senator CLements. Mr. Chairman, as I understand it, it is the 
plan of the administration to give us a piecemeal farm program and 
not give us one farm bill? 

The CuatrMan. No. This bill the chairman introduced on his 
own. I understand that the administration may have amendments 
to propose to it which in their opinion would make it a more well- 
rounded program. Whether those amendments will be made today, 
tomorrow, or 3 weeks from now, I am unable to say. 

Senator CLements. Then as I understand it, it is the chairman’s 
opinion that we will not have one bill from the administration as a 
cor plete farm bill, either from the administration or reeommended—— 

The CuarrMan. It is the opinion of the Chair that this bill will 
include practically all of the recommendations of the administration 
relative to maintaining farm prices. It will not include all the lesser 
bits of legislation relating to other things such as land transfer and 
support prices for wool which is in a separate bill, that being a bill 
which deals with what is probably a longtime shortage. This bill 
which we are considering today deals primarily with short-term 
surpluses. 

Senator Young? 

Senator Youna. I don’t know whether this is the time to ask this 
question. The thing that I believe the country is most concerned 
about and the farmers most interested in is: What is the administra- 
tion’s proposal as to price supports for basic farm commodities? 
Is this the administration bill on the price supports for basics? 

Mr. Loos. This bill includes provisions to carry out the President's 
recommendations with respect to the price-support level on all the 
basic commodities. We have placed before the members of the com- 
mittee two documents. One, a large one, an analysis of this bill, 
in which we have shown on the left-hand side the present law with 
the amendments shown by underlining to show additions, or struck 
out to show deletions, and on the right-hand side we have made an 
explanation of the reason for each of the changes. 
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We have also placed before you a three-page statement entitled 
“Statutory Amendments Needed To Carry Out Recommendations 
of the President’s Special Message on Agriculture.” 

The CHarRMAN. Without objection this document will be inserted 
in the record. 


SraTuTORY AMENDMENTS NEEDED TO CaRRY OuT RECOMMENDATIONS OF PREs!I 
DENT’s SpecriAL MESSAGE ON AGRICULTURE, KEYED To House DocuMEN1 
No. 292 anv 8. 3052 


Many of the recommendations in the special message on agriculture require no 
statutory change but can be accomplished within existing authority. Certain 
of the recommendations will require statutory changes. The following summary 
attempts to list all such statutory changes. Thev are not stated in the order in 
which they appear in the message. Page references are to the pages of the 
message as printed in House Document No. 292; section references are to the 
sections in 8. 3052. 

1. Increase borrowing power of CCC to $8.5 billion, effective July _ 1954 

p. 3, separate bill). 

2. Early action to restore CCC’s capital losses as of June 30, 1953 p. 3, separate 
bill). 

3. Establishment of set-asides for the following commodities, such set-asides 
to be eliminated from price-support computations and to be used or disposed of 
for specified purposes in such manner as not to affect trade and commerce in 
normal channels (pp. 4, 5, 6, sees. 101-107). 

(a) Wheat (p. 8). 

(b) Cotton (p. 1] 

(c) Dairy products (p. 6). 
(d) Vegetable oils (p. 6 

1, Transitional parity for basic commodities to begin January 1, 1956 (pp. 5-6 
sec. 301). 

(a) Wheat (p. 9). 
(b) Corn (p. 10). 
(c) Cotton (p. 11). 
(d) Peanuts (p. 12). 

5. Use of agricultural conservation program funds to help farmers make acreage 
adjustments in a manner that will advance soil conservation and long-term 
efficiency (p. 7; sec. 502). 

6. Wheat: 

(a) Commodity set-aside. (See 3 above.) 
(6) Transitional parity. (See 4 above 
7. Corn: 
(a) Transitional parity. (See 4 above.) 
(b) Change in flexible support schedule to a one-for-one basis (p. 10; sec. 
201). 
(c) Increase normal carryover allowance for corn from 10 to 15 percent 
effective for 1955 and subsequent crops (p. 10; not included in bill). 
(d) Abolish marketing quotas (p. 10; sees. 303-304, 309 (d), 310). 
8. Cotton: 
(a) Commodity set-aside. (See 3 above. 
(b) Modernized parity effective January 1, 1956 (p. 11). (See 4 above.) 
(c) Maximum use of production restrictions not to be required before some 
reduction of the price support level (p. 11; not included in bill 
9. Wool (separate bill): 
(a) Authorize direct payment plan similar to 1948 act provision (p. 13 
(6) Authorize appropriation for such payments to be taken from general 
revenues within the amount of unobligated tariff receipts from wool (p. 13 
(c) Pulled wool and mohair to be supported by similar method with proper 
relationship to wool (p. 13). 
10. Dairy products: 
(a) Commodity set-aside. (See 3 above.) 

11. Potatoes: 

(a) Authorize discretionary price support (p. 13; secs. 202 (a) and (b)). 

12. Peanuts: 

(a) Transitional parity. (See 3 above). 


44084— 54—-pt 
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Oil seeds: 
(a) Commodity set-aside for vegetable oils. (See 3 above.) 
Tung nuts: 

Discontinue mandatory price support (p. 12; sec. 202 (a)). 

15. Honey: 

a) Discontinue mandatory price support (p. 12; sec. 202 (a)). 

16. Fruits and vegetables—liberalize marketing agreements and orders pro- 
visions (sec. 401 

(a) Additional commodities (p. 12). 

(b) Research work to be financed from assessments (p. 12 

(c) Continuity of marketing orders to assure orderly distribution not- 
withstanding short-term price variations (pp. 12-13). 

(d) Promote marketing efficiency including regulations of containers 
and types of pack for fresh fruits and vegetables (p. 13). 

The CHarrMan. Senator Ellender? 

Senator ELLENDER. Mr. Loos, would you mind telling us whether 
or not this bill, together with the wool bill which was reported yester- 
day, will constitute the so-called Benson or Eisenhower program for 
agriculture? 

Mr. Loos. I don’t think there is a Benson program. 

Senator ELLENDER. You are familiar with it. The President has 
made his recommendation to Congress as to what he wants it to do. 
I presume that this bill or other bills to be introduced will round out 
the proposals submitted by him. 

Mr. Loos. The statement which I am about to comment on in- 
cludes a list of all of the recommendations made by the President in 
his special message on agriculture of January 11, I believe it was, and 
then I have shown, in connection with each of those recommendations, 
whether it is in a separate bill or whether it is in this bill. 


Senator ELLENDER. Does it show whether or not further legislation 


will be necessary? 


Mr. Loos. There are two points that are not included in the present 
bill; and on that additional proposals will be made. 

Senator ELLENDER. Then, in addition to this bill and the wool bill 
that was adopted yesterday, the administration proposes to submit 
more legislation? 

Mr. Loos. Yes. 

Senator ELLENDER. This other legislation to come, what will it 
encompass? 

Mr. Loos. Could I refer to this list? 

Senator ELLENDER. Yes, sir. 

The CHarrMan. That is one thing that he is testifying on this 
morning, Senator Ellender. Mr. Loos, you probably want to make 
a general statement first on this list, and then, as I understand it, 
you propose to take up this bill section by section. 

Mr. Loos. Yes, sir. 

The CHAIRMAN. It seems that it would be well for you to make 
your preliminary statement, go over this document which you have, 
and when you come to the bill itself, discuss the various provisions 
and we might have discussion at the end of each title of the bill. 

Mr. Loos. I have no prepared statement, Mr. Chairman. My 
purpose is to explain the provisions of the bill and to explain the 
changes that they make in existing law. I will be glad to be inter- 
rupted at any time by questions in connection with any section. 

Senator ELLENDER. When you say “existing law,’’ you mean the 
law that will become effective after this year as well as this year? 
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Mr. Loos. As well as this year, yes, sir. The law that is on the 
statute books today. 

Senator ELLENDER. I understand. 

Mr. Loos. The list of recommendations made by the President, 
as we say at the beginning of this statement, it is not necessary that 
we have legislation to carry out all of the recommendations in the 
President’s message. Many of those recommendations can be carried 
out without additional legislation. The purpose of this list is to state 
only those recommendations for which additional legislation would be 
required. 

The first is the increase in the borrowing power. That is being 
taken care of by a separate bill. The second was early action to 
restore Commodity Credit Corporation’s capital losses. That has 
already been taken care of by a separate bill which has been enacted 

The next several points, establishment of set-asides, transitional 
parity, use of agricultural conservation funds to help farmers make 
acreage adjustments, and the various provisions on the commodities, 
all of those recommendations which require additional legislation are 
included in this bill, S. 3052, with the following three exceptions: 
The recommendations with respect to wool are included in a separate 
bill, to which reference has already been made. The recommendation 
with respect to corn, one of the recommendations in point 7—C of this 
list on page 2, the recommendation that there be an increase in the 
normal carryover allowance for corn from 10 to 15 percent effective 
for 1955, that is not included in this bill. 

The recommendation with respect to cotton, that is the President’s 
recommendation, is shown here as item 8—C, the maximum use of 
production restrictions not to be required before some reduction of 
the price support level so that marketing quotas will not be called 
into effect until the flexible price support schedule has had an oppor- 
tunity to be put into operation, that recommendation is not included 
in this bill. All of the other recommendations, other than those 
that I have mentioned, are included in this bill. 

Senator Youne. Mr. Chairman? 

The CHArRMAN. Senator Young. 

Senator Youne. Mr. Loos, I think you hit at a very important 
part of this program. The amount of set-aside will determine the 
level of support, won’t it? 

Mr. Loos. Yes, sir. 

Senator Youne. That is with respect to corn, wheat, and cotton, 

Mr. Loos. Those commodities are in the proposed set-aside. 

Senator Young. I have two very important questions which Under 
Secretary Morse may want to answer. The Department, I under- 
stand, could set aside varying amounts of corn or cotton or wheat. 
An amount that you set aside would determine the support level. 
What is the administration’s policy with respect to the support level 
that it intends to have for wheat, cotton, and corn in 1955, 1956, and 
1957? 

Mr. Morse. We have not determined that and it cannot be deter- 
mined until we see the harvest from this year’s crops, the extent of 
exports, and the developments that take place throughout this year. 

Senator Youna. If you set aside enough wheat, for example, so that 
you could have a support price of 90 percent of parity—and that is 
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entirely possible if you set aside enough—would you then have acreag 
allotments or quotas in connection with the program for next year? 

Mr. Morsz. It is entirely possible. That would depend upon thx 
supply position. This bill that is before the committee would retair 
as I understand it, the provisions for control of production as in 
present law and it would be our responsibility as administrators to 
exercise the control in accordance with the law. 

Senator Young. It seems to me that the President said there would 
be a cushion period when the level of supports would be lowered 
gradually. How gradually is that going to be lowered? Is there going 
to be a gradual lowering of supports? 

Mr. Morsp. As I| have stated, we will proceed in accordance wit! 
the President’s message. The position on that, and what we would do 
would have to wait on developments of this year’s crops, domesti: 
use, exports, and economic conditions, the supply outlook, and many 
factors which we could not determine and have no way of determining 
at this time. 

Senator Youna. If we should pass this legislation, we wouldn't 
have any idea whether there would be 75 percent supports for wheat 
next year or 90 percent, so far as the Congress is concerned, would we 

Mr. Morse. You would have the provisions in accord with th 
President’s recommendations if this legislation is enacted. 

Senator Toyz. We have a bill before us that proposes some of 
these things. In the event Congress were to enact the legislation 
that you have presented us with, let’s confine the policy and the ad 
ministrative function to what you are proposing in this bill, and then 
we will know definitely what to expect. 

Mr. Morse. Yes, sir. This bill, on page 2, deals with the quantit, 
to be set aside and that is our position as far as we have gone at this 
time. 

Senator Turn. Then in answer to Senator Young’s question, it 
would depend entirely upon discretion as to whether you use thi 
minimum or the maximum. 

Mr. Morse. Yes, sir. 

Senator Toyz. Therefore your support price could not be con 
templated until such time as you made your decision as to what polic) 
you would pursue. 

Mr. Morse. Yes, sir; that would be true. 

Senator Tuyr. It represents 100 million bushels of wheat that you 
would have discretionary authorization to handle on an optiona! 
basis. 

Mr. Morsre. Yes, sir, and we would assume that Congress would 
not want to make that more definite because you, too, would not 
know what the crops are and the extent to which we would be able to 
influence exports and other sales. 

Senator Youna. If we had 90 percent support on wheat, corn, and 
cotton next year, in all probability you would have acreage allotments 
and quotas; would you not? 

Mr. Morse. That would depend on the supply outlook and suppl) 
position as it develops. 

The CuarrmMan. Acreage requirements are required to be set by th: 
Secretary each year; are they not? 

Mr. Morsr. Yes, sir. 
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The CuarRMANn. You would have acreage allotments, but possibly 
not quotas. If 500 million bushels of wheat were set aside, that 
might mean no quotas, but you would have acreage allotments. 

Senator Youna. That is what I am trying to get at. If you are 
not going to have quotas next year and the possibility of, say, 85 or 90 
percent supports, then we are going to keep on piling up surpluses. 
Isn’t that right? 

Mr. Morse. This bill contemplates a workable farm program which 
would not continue and repeat the situation that we have at the 
present time. 

Senator Youne. What I am trying to get at is that we all admit we 
have a sizable carryover of wheat, cotton, and corn and there is 
nothing in the foreseeable future that will reduce that enough so that 
we would not have to have quotas for next year. In all probability 
we will; will we not? 

Mr. Morse. We would expect to exercise the production restric- 
tions that are necessary to keep the law operating. 

Senator Youne. What I am getting at is that in all —— we 
will have quotas next year whether we have 75, 85, or 95 percent 
supports. 

Mr. Morse. Again that depends on factors which none of us sitting 
here today can know about. 

The CHarrMan. Senator Thye? 

Senator Ture. You could be almost certain of that unless you had 
an absolute crop failure generally throughout the United States, 
either in the production of wheat or corn or cotton. We would have 
to have a major drought, or a major loss in general crops, before you 
could possibly see a reduction in the overall supply to such an extent 
that you would be free of the need for some restrictions. 

Mr. Morse. I think that would be the case. 

Senator THye. You would never bring it about by a reduction in 
supports; would you? 

Mr. Morse. When you say ‘‘Never,” that would contemplate quite 
a span of time, Senator. 

Senator THye. I will use a different word. You could not foresee 
any change in the acreage, and in the general production, within the 
next 1 or 2 years that would brig about a reduction in supply to the 
xtent that you could manage without having production controls. 

Mr. Morsn. Without exercising production controls, that is cor- 
rect. I think that is the situation. 

Senator ELLENDER. Mr. Chairman? 

The CHarRMAN. Senator Ellender. 

Senator Ettenper. As I understand, the Secretary took action 
with reference to dairy products and cut them frora 90 to 75 percent 
because of the vast surpluses of those products now in hand. Assum- 
ing that the Lord will be good to the farmers and that production will 
be normal this year, how can you, under this act, excape from paying 
farmers as low as 75 percent of parity? I would like to know. 

Mr. Morse. On dairy products? 

Senator ELLENDER. I mean on all your basic crops, cotton, wheat, 
corn, and the others. You have enormous surpluses, the same as 
face us in the dairy products. Because of those enormous surpluses 
you are telling the farmers ‘“‘We are cutting you from 90 to 75 percent.” 
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I say, assuming that the Lord will be good to the farmers and tha 
production will be normal this year, how can you escape going dow: 
to the minimum-price-support provision contained in this bill? 

Mr. Morss. I would refer you to title I and refer you to the existin; 
authorization in the law which it is not contemplated will be changed, 
which will permit production control. 

Senator ELLenperR. That does not answer the question. 

The CuarrMan. Mr. Loos, is it not true that under existing law 
the Secretary can fix the support for the basic commodities between 
the minimum level provided by law and 90 percent of parity, which 
he had no such discretion in the case of dairy products? 

Mr. Loos. Yes, sir. 

Senator ELtenpER. What becomes of the table we have in th 
present law and here on page 6 where the supply, say, is not mor 
than 115 percent in the case of corn? 

Mr. Loos. That table, Senator, establishes minimum-price-suppo! 
levels. 

Senator EL.tenpeER. I understand that. But how can you escape 
giving this minimum under that law? 

Mr. Loos. You can’t escape it under the law. You have to hav: 
at least 75 percent support on the basic commodities. 

Senator ELLENDER. That is exactly the point. I contend and this 
is in line with the question asked by Senator Young, and I will repeat 
it: The reason you have to cut the dairy-support price from 90 to 
75 percent was because of the enormous surpluses that you had in 
those products. Is that true? 

Mr. Loos. Yes, sir. 

Senator ELtenper. Assuming that the production of wheat and 
corn and other basic crops are normal this year, that is, we do not have 
any drought or anything else, how can you escape imposing the same 
75 percent price supports on those commodities that you put on dairy 
products? 

Mr. Loos. The law is different, Senator. 

Senator ELLENDeER. It is a sliding seale. It is 75 to 90 percent 
It is a sliding scale that gives you the privilege of doing it under certain 
supply conditions written in the law. 

Mr. Loos. In the case of dairy products, Senator, the law says 
that 

The dairy products shall be supported at such level not in excess of 90 percent 
nor less than 75 percent as the Secretary determines necessary in order to assure a1 
adequate supply. 

That is the sole criterion, ‘‘in order to assure an adequate supply.”’ 
He would have to determine that something more than 75 percent was 
necessary to assure an adequate supply before he could put a highe1 
support level on it than 75 percent. On the basic commodities 

Senator ELLenpeR. Under that law then, he determined that the 
supply on hand was more than adequate. 

Mr. Loos. It was such, and the prospects of production were such 
that he could not say that there would be a necessity for more than a 
75 percent support level to assure adequate supply. 

Senator THyr. Mr. Chairman. 

The Cuarrman. Senator Thye. 

Senator Tuyr. Would it be reasonable to take into consideration 
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what future trends would be if the price was too low thus forcing the 
producer out of the business? Would it be reasonable for the Secre- 
tary to take such a factor into consideration? 

Mr. Loos. Yes, sir. 

Senator Ture. Did the Secretary use such authority? 

Mr. Loos. I consider that it is his duty to take into consideration 
the prospects as to the future, as well as the present. And I am sure 
he did in making his determination. If he proves to be wrong and 
something more than 75 percent is necessary to assure an adequate 
supply, the support level must be raised and could be raised at any 
time. 

Senator Tuyr. Would it then be reasonable to assume that if the 
support on a given commodity was dropped to 75 and the supports 
remained higher on another commodity, that in the course of 2 or 3 
years you may get a transition, or a change, that would cause a short- 
age to such an extent that it would be a hardship upon the consumer 
who had to have it, such as would likely be true with a commodity 
like fluid milk? 

Mr. Loos. That is possible. 

Senator Toys. Some of us differ with the Secretary’s viewpoint on 
the 75-percent factor. 

The CuarrmMan. Senator Holland? 

Senator HoLLANp. I think Mr. Loos was about to bring out some- 
thing else, and that i; that this law as now proposed would, on the 
basic commodities, not permit a stepdown from 90 to 75 percent; 
the maximum stepdown permitted in any 1 year would be 5 percent. 
Even if the surplus existed after 1 year 

Senator Young. Not on price supports, 

The CHarrmMan. Five percent on the parity price. 

Senator HoLuanp. Look on page 16. 

Mr. Loos. That is transitional parity, Senator. On price supports, 
I started to say, Senator Ellender, the distinction between the dairy 
and the basic commodities is that while the dairy program has assigned 
the criterion of assuring an adequate supply for determining the price- 
support level that the Secretary may prescribe, the basic commodities 
are governed by these schedules which provide for not more than 90 
percent and not less than 75 percent depending on the supply percent- 
age. But the scale specifies only a minimum; the Secretary does have 
discretion to go above that minimum if he sees fit to do so. 

Senator ELLENDER. You know he wouldn’t if the s irplus was there. 

Mr. Loos. My statement was based upon the eight points specified 
in the 1949 act, which are the factors the statute says he must take 
into consideration in determining whether the price supports shall be 
more than the minimum allowed. 

Senator ELLENpDER. Let’s be a little specific now. Let’s take th 
case of wheat. Assuming that the wheat crop this year will be 
normal and with the present carryover that you have now, how can 
you escape the 75 percent minimum provided in the law unless your 
set-aside is enough to reduce the supply percentagewise to make it 
possible to make it 85 or 90 percent as provided in the law? 

Mr. Loos. You could escape it under the law by exercise of 
discretion. 

Senator Hottanp. We must keep in mind the acreage cut in 
wheat from 78% to 62 million acres, and the acreage cut in cotton 
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from 25% to 21.3 million acres. I think those factors have to b: 
recognized. 

Mr. Morse. Senator? 

The CuarrMan. Mr. Morse. 

Mr. Morssr. I direct your attention to title I of the bill before the 
committee. 

Mr. Loos. The Senator asked how could it be done without the 
set-aside. 

Senator ELLenpER. Of course you could use your set-aside provision 
to decrease the carryover. 

Mr. Loos. That would decrease the supply percentage and increase 
the mandatory minimum support level. 

Senator EL.uenper. If you bought enough wheat and cotton and 
set it aside, you could make the supply situation so that the 90 pe 
cent of parity price supports would be mandatory this coming year 
But you know that won’t be done. 

Mr. Loos. I don’t know what will be done, Senator. 

Senator Wiiu1ams. Mr. Chairman? 

The CHarrMan. Senator Williams. 

Senator WituiAMs. Assuming that you set aside the maximum 
amount permitted under title I, say half a billion bushels of wheat, 
what would the support level be on conditions such as they are now? 

Mr. Loos. I have to ask for the figures. 

Mr. Morse. Mr. Thompson is here. 

Senator WiiuiaAMs. My understanding is that with no set-aside 
provision in the bill it would automatically go back to 75 percent. 

Mr. Loos. Certainly the minimum would be applicable under the 
scale at this time. 1 still point out, Senator, that the Secretary does 
have the discretion to go above the minimum, but I am not saying 
how he would exercise it. 

Senator WiiuiAMs. Let’s skip the discretion at this point. The 
minimum would go back to 75. My question is, mathematically 
what difference would the minimum and maximum set-asides make? 

The CHAtRMAN: Senator Williams, I think that Mr. Thompson 
from the Department can tell us what the minimum level would be, 
assuming that we have a carryover of 800 million bushels as of July 1 
and we set aside 500 million bushels of it. I think he can tell us what 
the minimum support would be. 

Senator WiLLiAMs. I want to know what effect the set-aside would 
have. 

The CHarrMan. That is what Mr. Thompson, a statistician, can 
tell us. 

Mr. Loos. If the set-aside were 500 million bushels, Senator Will- 
iams, if our estimates are correct and would not be changed as to 
consumption and future demand, the price support level would be, 
for 1955-56, 82 percent. 

The CuarrMan. That is the minimum level. 

Mr. Loos. Minimum price support level. 

The CHarrMan. Is that assuming for a carryover of 850 million 
bushels? 

Mr. J. Murray Txompson (Director, Price Division, Commodity 
Stabilization Service, USDA). That is the current carryover. 

The CuarrMan. If we have 850 million bushels as current carryover 
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and 500 million bushels of that is set aside, then the Secretary would 
have to set the supports for the following year between 82 and 90 
percent of parity. 

Mr. Loos. Yes, sir. 

Senator Wiiuiams. What would the support price be, assuming we 
set aside the minimum amount on wheat? 

Mr. Loos. In that case the minimum price-support level would be 
77 percent. 

Senator WiturAMs. And it would be 75 percent without any set- 
aside at all? 

Mr. Loos. Without any set-aside, yes, it would be 75 percent. 

Senator WiLuiAMs. Subject always to the discretion of the Secre- 
tary. 

Mr. Loos. Yes, sir. 

Senator Munpt. Do you have the figures to show how large a set- 
aside we would to have to bring the minimum price-support level 
to 90? 

Mr. Loos. It would have to be about 650 million bushels. 

Senator Munpr. You now have a 500-million-bushel set-aside pro- 
posed in the bill. A 630-million-bushel set-aside would bring the 
support level up to 90 percent. 

Mr. Loos. Yes, sir. That is an approximate figure. 

Senator ELuenper. In order to attain a set-aside of 650 million 
bushels as suggested by Senator Mundt, it would be necessary for 
Congress to provide the funds, would it not? 

Mr. Loos. Yes, sir. 

Senator ELLENDER. Appropriate the funds to purchase that and 
set it aside. 

Mr. Loos. I want to point out in this connection 

Senator ELLeNpER. How much would Congress have to appro- 
priate to set aside 650 million bushels of wheat? 

Mr. Loos. We have the wheat now. 

Senator ELuenper. | understand. 

Mr. Loos. It would be a matter of 

Mr. Morse. I can give the cost, I believe. It would be something 
over $1,600 million. 

Senator ELLENDER. In other words, if we purchased from the 
Commodity Credit Corporation and set aside 650 million bushels of 
wheat, it would cost the Government $1,600 million in order to make 
a 90-percent support level mandatory on wheat. 

Mr. Morss. We would like the privilege of correcting that in the 
record. That is a quick figure that Mr. Beach has given me. 

Mr. Loos. Senator, you said purchased and set-asides. The bill 
does not contemplate going through purchase operations to make this 
set-aside. 

Senator ELLENpDER. I know, but it takes it out of commerce. 

Mr. Loos. We have the wheat now. We will have 650 million 
bushels of wheat and if we set it aside it does not add anything to it. 
It takes that much more, perhaps, to carry on future operations of 
the Corporation. 

Senator ELLENDER. No; but you would have to have legislation to 
do that. You would have to have an appropriation. You couldn’t 
escape that. 
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Mr. Loos. We would have to provide for an appropriation when 
our borrowing power ran out, 

The CHarrmMan. Mr. Loos, is it not contemplated that with sub- 
stantial set-asides being made, the market price would likely be higher 
so that price supports would not enter into the picture of maintaining 
farm income to the extent which they do at the present time? 

Mr. Loos. That is certainly the hope. 

The CuarrMan, Isn’t it the expectation that if the recommenda- 
tions of the administration are adopted, your market level would 
reach a higher plane so that you would not be, theoretically at least, 
requiring as much Federal money to support the price? 

Mr. Loos. That certainly is the purpose. 

Senator Ettenper. Mr. Loos, I think you know better than that 
With this huge surplus dangling on the market it will have the effect 
of depressing prices. Don’t you know that? We have had expe- 
riences in the past with that, with large cotton surpluses during 1939 
and 1940, which had the tendency of depressing prices a great deal. 

Mr. Loos. That goes to the merits of this set-aside. I hoped we 
might explain what it is before we consider the merits. However, the 
purpose of the set-aside is to insulate it in such a manner that it will 
not have a depressing influence on the market and if the objective 
of the bill is carried out, it wouldn’t have. Whether or not the 
objective can be carried out, that is a matter, of course, for a differ- 
ence of opinion and undoubtedly differences of opinion do exist with 
respect to that. But it is our hope and expectation that by making 
the set-aside, it will be kept from having a depressing effect on prices. 

The CuarrMan. Senator Mundt? 

Senator Munpr. Mr. Chairman, I would like to direct the thinking 
of Mr. Loos now to the possibility of farmers’ receiving 90 percent 
of parity in the future under this program. I don’t like to have you 
talk about wheat in terms of 80 percent of parity. I would like to 
talk about wheat in terms of 90 percent of parity. 

Senator ELtenper. The best way to do that is to put it into law. 

Senator Munpt. We have a difference of 150 million bushels of 
wheat between the set-asides which would result in 82 percent and 
90 percent of parity price supports. As you know, Karl, we have 
passed through this committee and through the United States Senate, 
a bill which does give the Department of Agriculture not only author- 
ity but a very strong nudge on the part of the Congress to use this 
surplus stored wheat and other surplus products in the channels of 
trade abroad where it is needed, either in exchange for supplies which 
we can absorb in this country or to sell it for soft currency. 

Suppose the House acts favorably on that bill as we have, and a 
a consequence of the action growing out of that legislative mandate, 
you sell 150 million bushels of wheat abroad and also set aside 500 
million bushels under this bill. Do we then get 90 percent of parity 
price supports for our wheat? 

Mr. Morse. Mr. Chairman? 

The CHarrMan. Mr. Morse. 

Mr. Morse. If I may respond to that question, you know that we 
are stepping up our efforts to develop new markets, sending missions 
abroad to explore the possibilities of more export sales, and doing other 
things in trying to move more of these products into consumption. 
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The extent to which that is accomplished between now and the time 
that the authority would be exercised to make this set-aside within 
the framework as proposed in this law would help that position 

So I think it is a mistake to assume at this point that we will not 
make some progress, and that the figure that has been brought out 
here with respect to 82 percent of parity price supports on wheat 
is at alla firm figure. It has been discussed as a minimum possibility, 
assuming we have this discretion. 

Senator Munpr. Let me follow through. That 82 percent figure 
therefore assumes that you are not going to do anything to dispose 
of this wheat abroad. This legislation which the Senate has passed 
gives you both the authority and a friendly mandate to get busy and 
do something in the markets which now exist. You don’t have to 
hunt for new markets for wheat if you find where we can sell it for the 
currencies that those countries have, or if we will accept the supplies 
that they willexchange. Let us assume that your figure of 650 million 
bushels is correct—and as you say, you reserve the right to adjust 
that, say 675 million or 635 million bushels—and that much set-aside 
would give you 90 percent of parity price supports for wheat. Then 
if the program we have approved to expedite action in selling wheat 
abroad were approved by the House and we put 500 million bushels 
of wheat in the set-aside, would that give you 90 percent parity price 
supports for wheat? 

Mr. Morse. That is all within the realm of possibility. Even 
more impelling than that, I think, are the very dry conditions which 
exist in the Great Plains and the recent duststorms. There are a 
lot of unknowns in this situation that we will not know until the crop 
season has developed and until we see the extent to which we are 
called upon to meet world needs and are able to increase the sale of 
farm products. 

Senator Wiiutams. Mr. Chairman? 

The CHarrMAN. Senator Williams. 

Senator Wi.urAms. Assuming the conditions develop as Senator 
Mundt has pointed out, and you were able to move 150 million 
bushels of wheat offshore, would that not also be taken into consider- 
ation in setting up your requirements that perhaps it would remove 
the necessity of setting the maximum amount in the set-aside? Would 
that not be a contributing factor? I think we should have it under- 
stood here that we are not passing this law with the idea that we are 
going to operate on the ceiling all the time. 

Mr. Morse. No, sir. Or on the minimum. 

Senator WiiuiaMs. That is right. 

Mr. Morse. I think that should be very clear, that we have 
discretion which we feel is necessary with all these unknowns. 

The CuarrmMan. The Chair would like to call the attention of the 
committee to a very important criteria which the Secretary is required 
to consider in fixing the support level for basics between the minimum 
and the maximum. ‘That criteria is the importance of the commodity 
to agriculture and the national economy. ‘Therefore even though 
there might be a surplus which would warrant a minimum, yet, if 
the Secretary considers the importance of the commodity to the 
national economy, he probably would feel that he might have to put 
the support level above the minimum permitted by law. That is 1 
of the 8 criteria which he has to consider. 
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Senator ELLENDER. I think we can take it for granted that at least 
all of the basics are necessary to our economy. ‘There is no question 
about that. 

The Cuarrman. There might be some difference of opinion there 
but there is no question but what wheat and cotton are vitally impor 
tant to the national economy, and probably the other four too, 
Senator Ellender, although in varying degrees. 

Senator Holland? 

Senator HoLtanp. I have been impressed with the question 
of the Senator from South Dakota, but I have also been concerned 
about the figures appearing on page 101 of the farm program hearings 
held in January by this committee, those figures being supplied by the 
Department of Agriculture to show the actual average prices in per 
centages of parity received by the farmers who produc ed all the basic 
products in the last six months of last year. It would appear that so 
far as tobacco and cotton are concerned, the 90 percent program has 
been working all right, as those farmers have been getting that much 
As far as rice is concerned, of course, the world picture has put rice 
receipts way above any 90 percent of parity. 

But insofar as wheat and corn are concerned, it would appear that 
the average market price at least—of course that means it covers all 
grades—has been so far below the 90 percent of parity that it would 
appear that the present law hasn’t worked in giving the farmers the 
degree of protection which the law envisages. 

Senator Youne. Would the Senator yield? 

The CuarrMan. Let Senator Holland complete his statement. 

Senator HoLtianp. I would like to ask the Department some 
questions after I get this in the record. ‘This table I am referring to 
shows that in July, 1953, the average price received by wheat farmers 
was 77 percent, in August 76, in September 78, in October 80, in 
November 82, and in December 82. I know perfectly well that this 
covers all grades and that that is one of the explanations. But | 
am sure there are other reasons such as the location of the wheat and 
the absence of storage at the particular place where the wheat is 
located. 

What I want to ask the Under Secretary is just why, in his opinion 
the wheat program worked in that particular way and did not show 
an actual 90-percent protection to the wheat growers in the last part 
of last year? 

Mr. Morse. May I make a brief comment, and then I would lik 
to ask Mr. Wells to expand on this. There are many reasons. In 
talking about wheat, as you know, there are many wheat farmers 
who operate without fences and buildings and when they harvest 
their wheat, they have to go to commercial storage or some storage 
which they do not have. 

There are farmers who for various reasons market their wheat 
during harvest, as we all know. It is customary to get this sag in 
price during harvest and those farmers who provide storage and move 
it into storage, who help us level out the marketings, they get higher 
percentages of parity in the market, the most recent figure, Senator 
Holland, being 83 percent. 

I would suggest, Mr. Chairman and members of the committee 
that if there is a question about whether you can effectively imple 
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ment price supports by this set-aside proposal, I would cite you that 
example there. There is no question but what we have plenty of 
wheat in this country. We are going to have enough to supply our 
total domestic economy with wheat for a full year if we don’t produce 
any. Yet why has wheat gone up to 83 percent of parity? 

It has gone up because of the price support mechanism and 
operations. 

Senator Youna. I want to ask a question on that. 

Senator HoLLANp. Let me complete this and then I will be glad 
to turn the witness over to you. I want this information in the 
record. It is very evident that nobody could question that the 90- 
percent program has not meant that every farmer got 90 percent, even 
on top grades of wheat by a great deal. The Under Secretary has 
given some of the reasons. As I understand it one of the reasons is 
that many farmers want to market immediately when they thresh 
their wheat, and they market to the nearest convenient place and sell 
for whatever thev can get. Is that correct? 

Mr. Morse. Yes; and they choose to take no responsibility in 
connection with providing their own storage and to level out the 
marketings. There are a number of reasons. I would be glad to 
have Mr. Wells expand on that. 

The CuatrMan. Let us get our questions in order, please. After 
Senator Holland concludes, I will recognize Senator Young. 

Senator Hoxianp. I will be glad to yield as soon as I get this in- 
formation. I want the facts to appear. Anybody who thinks or 
claims for a moment that the 90 percent fixed price support program 
has meant that each farmer gets 90 percent, even for his top grades, 
is, of course, unfamiliar with the actual facts. I want the record to 
show here what has been the reason why so many have not received 
that, even for their best grades of wheat. As I understand it one of 
the reasons, and I believe the primary reason, is that a sizable number 
of farmers do not provide storage and operate on such a basis that 
they must sell just as soon as they thresh, and they must sell to the 
closest local market and have to take the markdown that they get by 
doing that. Is that correct? 

Mr. Morsse. Yes, sir; and there are farmers who say that they pre- 
fer to sell, that they prefer not to take advantage of the price-support 
program. That is at their discretion. The price support is there. 
In many instances it is a wise business decision on the part of the 
farmers, depending on their immediate situation, and the situation in 
connection with their farm operations. 

Senator Hotianpb. The second point I understood you to make was 
as to those farmers who did take advantage of storage and did co- 
operate in the effort to keep the price up, their average price was 
better. Is that not borne out by the fact that the average price went 
up from 77 percent in July to 82 percent for the last 2 months of last 
year—November and December? Isn’t that the result of the fact 
that a larger amount of the wheat being handled in November and 
December was storage wheat? 

Mr. Morse. Yes, sir. And as I pointed out, it has gone up to 83 
percent in February, so that the trend continues for those who are 
using price supports. Whether they are using our program or whether 
they store without taking out price-support loans, they are getting 
the advantage of this price increase. 



































22 GENERAL FARM PROGRAM 


Senator Jounstron. In other words, price supports get farmers a 
better price generally? 

Mr. Morssr. Yes, sir; and this is a price stabilizing effort we ar 
proposing in this bill. 

Senator Jonnsron. But it makes no difference what you might 
make the support, 90 or 100 percent, some are going to sell for less 
because of certain situations they find themselves in. I imagine the 
wheatgrowers are somewhat similar to the cottongrowers. <A little 
man, when he gathers it, carries it to the gin and sometimes he sells 
it right there. I imagine the same thing is true with some of th: 
smaller farmers when they gather their wheat. They are going to 
sell it regardless of what the price is, right then and there. 

The CHarrMan. Let’s take our questions in order. Everybody has 
questions, I know. Senator Holland? Then the Chair will recognize 
Senator Young, then Senator Thye, and I believe Senator Johnston 
has more questions. 

Mr. Morse? 

Mr. Morss. Since we have gotten into this, I wonder if Mr. Wells 
would like to supplement my answer in reference to why some farmers 
do not get 90 percent of parity. 

Senator HoLLtanp. Might I put in the figures for corn and let his 
answer cover both of those grains? 

The CHarrMan. Yes. 

Senator Houtuanp. I notice that the tabulation supplied by the 
Department shows that in the 3 months after the corn harvest began, 
October, November, and December of last year, the average prices 
received were 76 percent for October, 75 percent for November, and 
79 percent for December. Would the observations that you have 
made so far with reference to wheat apply equally or in a different way 
to the corn-price situation? , 

Mr. Morsr. They would apply equally. I would like, however, 
to point out the fact that corn is not a cash crop as such. It is not sold 
by most farmers in the form of corn. Where corn is sold by a farmer, 
it becomes a cost to the farmer who buys it. So if you support the 
price of corn for one farmer, you charge that support over to the man 
who buys corn to feed. Normally about half of our corn is sold in the 
form of hogs. 

I have before me the February 15 parity price received by farmers 
on corn which still stands at 79 percent. That is the last figure you 
used. Hogs, which is the form in which normally about half of ‘the 
corn of the Nation is sold, on February 15 stood at 122 percent of 
parity. Again, many farmers have the option of whether they want 
to sell their corn, whether they want to crib it, get a support price at 
90 percent of parity, or feed it to hogs, dairy cattle, poultry or other 
livestock. If fed to hogs, they get 122 percent, which would figure 
out probably $2.50 a bushel for corn, or more. 

Senator Houtanp. Does this table for corn for October, November, 
and December cover anything more than cash sales of corn? 


Mr. Morse. Mr. Wells? 
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Mr. We ts. Cash. 

Mr. Morssr. It is the small portion of the corn crop that moves in 
the cash market. 

Senator HoLLtanp. But this includes the cash sales of corn and not 
the price of hogs that have been produced with corn? It wholly 
relates to cash sales? 

Mr. Morssz. That is right. 

Senator Hotutanp. And it shows that during the 3 months men- 
tioned the average price received by farmers who have sold corn for 
cash has been, in 1953, under 90 percent rigid price supports, 76 per- 
cent in October, 75 in November, and 79 in December. 

Mr. Morse. Yes, sir. 

Senator Houtianp. If Mr. Wells wants to supplement these two 
things, I would like to ask one more question after he gets through. 

Senator Youne. Mr. Chairman, I would like equal time to ask 
questions. 

The CHAIRMAN. Yes. We will be here a long time. At this hear- 
ing we want everybody to have what time is necessary. 

Senator Hotzanp. Mr. Chairman, while my ideas are well known 
on this thing, they are not so adamant that they are not subject to 
change to meet any reasonable program that we work out here 
together. What I want is for the record to show what I believe to be 
the case. I may be entirely mistaken in my views, but I believe 
strongly that under the so-called 90-percent rigid program the farmers 
have been having to take prices way below that, and that there is 
much substance in the claim of the Secretary that another kind of 
price-support program will really show better results for the farmers 
than the prices that they have been getting. I think that is the gist 
of the question, and I think that anything that bears on it should be 
in the record. 

I welcome and will help get any other facts from anybody who 
doesn’t have the same ideas that I do, into the record, because there 
are two sides to this question. 

The CuartrMANn. The Chair believes that this matter before us is so 
important that each member of the committee should have all the 
time he needs to bring out the points that he desires to bring out. 
It is not our intention to restrict the time so long as additional infor- 
mation is being presented to the committee. 

Senator HoLLanp. Mr. Chairman, I appreciate that. Of course, 
the very gist of this question is what kind of program in the long run 
will show a more prosperous agriculture and will work out better from 
the standpoint of the producers. 

The CuatrMan. That is the main objective. 

Senator Ho.tuanp. There are so many people uninformed about 
this—and that doesn’t include any member of this committee—who 
think that rigid 90-percent price support means that that is what the 
farmers have been getting when we all know that they have not; and 
I want the record to clearly show what they have been getting and 
also to give ample opportunity for that to be illuminated from eve ry 
point of view. 
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The CuarrMan. The Chair believes if we bring out all the informa- 
tion that is to be brought out before this committee, then this co: 
mittee has the ability and the commonsense to work out a@ progra 
which will result in the greatest benefits to the national economy ar 
particularly to the agricultural economy. It would be very surprisi: 
indeed, if the views which any one of us holds at the present tin 
would or should be incorporated into a complete, well-rounded farn 
program. I expect we all think we should have something that pe: 
haps for the good of the country as a whole we shouldn't have. 

Senator HoLLaNpb. I thoroughly agree with the chairman. 

The CuartrMan. Is Mr. Wells going to implement the statement 

Senator HoLiaNp. | thoroughly believe that every member of t} 
committee, and for that matter every Member of Congress, want 
enact, as a result of our hearings, something that will give the mo 
substantial benefits in agriculture. 

Senator ELuenper. May I suggest, Mr. Chairman, when M 
Wells gives his answer to Senator Holland, that he tell the ¢ffect 
having this 90 percent of parity program on the price of wheat 
Suppose, in other words, you didn’t have this 90-percent price suppo 
on wheat. Would the price received by the farmer be greater o1 
lower than what it is? Put that in, too. 

Mr. Morse. May I speak to that after Mr. Wells finishes | 
statement? 

The CnatrmMan. The Chair would like to hear Mr. Wells and wi 
would like to hear Senator Young, next. 

Senator Youne. When another Senator is not willing to yield, | 
will have some time on my own. 

Senator HoLianp. I am going to yield. 

The Cuarrman. If Mr. Wells will implement the replies of Mr: 
Morse as briefly as possible at this time, the Chair will then recogni 
Senator Young. 

Mr. Wetus. Mr. Chairman, I think the discussion has alread 
brought out the answer to the question. There is considerable 
convenience in placing commodities under loan and farmers genera! 
do not start placing large quantities under loan unless prices are wel 
under the loan price. In addition to that, depending upon the con 
modity and the location, there are various problems relating to stora 
facilities and more important to storage cost responsibility whic! 
farmers must assume. 

Finally, in the case of corn there is the fact Mr. Morse brought out 
that farmers don’t often sell their corn and if they put it under seal 
and decide they want to feed it, there is some additional inconvenien: 
in taking it back out. 

We have, if you would like it, a more detailed statement going into 
this question as to why prices for various commodities fall under th 
loan level from time to time, which I believe Mr. Thompson and som 
of my people worked up sometime ago, and it could be inserted in th 
record at this point, if you want it. 

The Cuarrman. If you have that material prepared, withou! 
objection we will insert it in the record. 

Senator Hotitanp. I hope he will prepare a full statement. Ons 
of the things I hope he will include in it is what proportion of all corn, 
















































GENERAL PROGRAM 


as nearly as can be stated, is reflected in this cash-sale compuation, 
30 that we will know what weight to give to this compilation 


Mr. WELLS 


The CHArrRMAN, The statement 


Way 








We will revise the statement to take care of that. 
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there is an overall storage shortage as at present Under such circumstar 
the producer sells his commodity at the best price obtainable and if these mar} 
ings reach sizable volume they tend to further d press price 

2) Other producers who have adequate farm storage for a normal crop find 


necessary to use off-farm storage when they have a larger than usual crop W 
other producers in the area and in the country in general also have larger 
usual crops, it is difficult for such producers to obtain storage space Under 
circumstances these producers must sell at market prices those quantities for 


thev can’t get storage. 

(3) Other producers, lacking adequate farm storage, ma ell at the marl 
price even though it is below the support level rather than obtain a warehou 
storage loan which requires assuming costs of storage during the loan per 
Producers who take out farm-storage loans always receive the full support } 





although thev, of course, assume costs of storage on the farm However, o 
warehouse storage loan producers either must prepay storage for the seasor 
else a storage deduction (about 13 cents a bushel in the case of wheat) is mad 
disbursing the loar Under these conditions, a producer may elect to sell ii 


open market if the market price is over the loan rate minus the storage ded 
particularly when it appears unlikely that prices will advance in the future 

(b) Quality —The crop may not be of good storing quality In this situat 
public-storage facilities may refuse to accept the commodity for storage and 
a producer must elect either (i) to run the risk of both quality deterioration a1 
shrinkage by storage on his farm, or (ii) to sell at the market price. When storag 
is relatively tight, warehousemen may be even more particular about handlit 
grain of questionable storability and this further aggravates the problem 

There always Is some portion of a crop not eligible for price support because of 
quality. This proportion varies from year to year. As a general rule p1 
support is limited to merchantable grades. For example, in the case of oats pric 
support is extended onlv to oats grading ‘‘No. 3 or better’’—oats which grad 
No. 4 or sample, as well as oats classified under the Official Grain Standard 
‘feed oats” and “mixed feed oats” of all grades, are not eligible for price support 
Obviously, prices for ineligible oats of all grades, qualities, and classes may dri 
to lower levels depending upon the demand for them. This low level, in tur 
can affect prices of better grades in years of large supplies 

(c) Potential gain.—The quantity of a commodity owned by a particular pri 
ducer may not be large enough to encourage his participation in the prograr 
Taken collectively, the open-market sales of this group may tend to weaken pric 
in periods of large supplies and heavy marketings. 


(d) Inconvenience If supplies are considered ample and there is little prospect 
of a price increase during the loan period, producers may be reluctant to und 
take the limited paperwork involved in completing a storage loan, or run the t 
of loss of quality. In such circumstances they may sell at prices slightly be 
the loan level. 

(¢ D sagreement w th price support Not all produce rs agree with the concer 
of price support; some prefer to sell in the open market, taking their chance 
price To the extent that this group may be significant in any marketing ar 


prices in that area may thus be driven down. In recent years this group hs 
course benefited from the program by the extent to which market prices ha 
been bolstered through the support program. 

In summary, producers may not participate in the price-support program f 
many reasons including a lack of adequate farm storage, small production, por 
prospects for market-price increases, poor storing quality of their crop, and dis- 
agreement with the price-support concept. 

2. Sales by nonfarmers.—Only an eligible producer—that is, any legal enti 
producing the commodity of the crop being supported, as landowner, landlord, 
tenant, or sharecropper—can obtain price support. From time to time at the 
end of the marketing season or over the course of a full marketing season, con- 
siderable quantities of a commodity may be owned by the nonproducer group: 
Such noneligible interests may sell stocks in a weak or falling market in order t 
minimize or stop their losses. The cumulative effect of such operations tends to 
depress prices even more 
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The CHarrMAN. The Chair recognizes Senator Young 

Senator Youne. Mr. Morse, you wouldn’t want to leave the impres 
sion here that any farmer who wanted a wheat loan at 90 percent of 
parity or who wanted to enter into a purchase agreement at 90 per- 
cent of parity is denied that privilege; would you? 

Mr. Morsr. Oh, no, sir, that is the farmer’s choice. 

Mr. Youne. Most farmers do take advantage of loans or purchas 
agreements; do they not? 

Mr. Morse. Let’s get the correct answer on that. Mr. Beach? 

Senator Youna. The majority do; do they not? 

The CHatRMAN. We had that information when we were consider- 
ing the wheat acreage last year, I believe, the percentage of wheat 
farmers who put their wheat in loans, and also the percentage of 
crops which go under loan. It seems that we should have that 
information. 

Senator THyz. Mr. Chairman, if Senator Young would yield. 

The CHArRMAN. Senator Young? 

Senator Youna. Yes, | will yield. 

Senator Tuyr. Don’t we have these charts that are so important 
in determining what has happened in the program? We should have 
those charts. There has been a chart inserted in the record, or a 
request to have it inserted, but we will have to wait until the record 
is printed before we have that information. We should have that 
information now. We are try ing to make a decision here. 

The CHatrMan. Mr. Morse has some of the information just 
requested, | think, 

Mr. Morse. Yes, sir. I thought Mr. Beach would have these 
figures. For wheat, in 1948, there was 28 percent of the crop placed 
under price supports. In 1949 there was 33.5 percent of the crop. 
In 1950 there was 19.2 percent of the crop. In 1951 there was 21.6 
percent of the crop. In 1952, 35.6. In 1953—this is an estimate 
yet—46.4 percent. 

Senator YounGe. Does that include purchase agreements? 

Mr. Beacu (Director, Budget Division, Commodity Stabilization 
Service, USDA). Yes, sir. 

The CHairMAN. There is no telling what percent of the farmers 
put their wheat under loan? 

Mr. Morse. No, sir; as to the percent of farmers. This gives the 
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percent of crop. I have figures on other commodities if the com- 
mittee is interested. 

Senator Youna. Will you answer this question first? 

Mr. Morse, Ben McCabe, the recent past president of the Minne- 
apolis Grain Exchange, one of the outstanding authorities on grain 
in the Northwest, in an article just out estimates that the cash pric: 
of wheat would be no more than $1 a bushel if it wasn’t for our present 
price-support program. Do you agree with him? 

Mr. Morssr. No, sir. 

Senator Younc. How much do you think it would be? 

Mr. Morse. It would be substantially higher. 

Senator Youne. By how much? 

Mr. Morse. Can you tell me why farmers would sell wheat at $1 
when they can feed it and get a lot more out of it than $1? 

Senator Youne. How much higher do you think it would be? 

Mr. Morse. I would want to make some calculations on that. | 
would think it would be in the range of the feed prices. Wheat is 
worth, in feeding, about 110 percent of corn. 

Senator YounG. Following up your argument, you say hogs are 
122 percent of parity. What price would that make corn if fed to 
hogs? Can Mr. Thompson answer that? 

Mr. Morse. We would say $2.50. I used that figure before. 

Senator Young. Why isn’t corn $2.50, using your same argument? 

Mr. Morse. I would think one of the reasons is the price support 
program that we have. In other words, farmers have placed so much 
under price supports that it hangs over the market and depresses the 
price of corn, that if we had not had so much corn placed in the price 
support cribs that stand there available, more of it would have been 
fed and would not be overshadowing the market at the present time. 

Senator Youna. It doesn’t seem to me that your argument with 
respect to wheat and corn makes sense. You have one argument 
for wheat and another for corn. 

Mr. Morse. They are two entirely different commodities. 

Senator Youna. You use a directly opposite argument. 

Mr. Morse. I want to make that clear. That is one of the first 
things that developed in this very widespread search for informa- 
tion and the judgment that came back to us all across the country is 
that it is a mistake to group together and treat together in the price- 
support mechanism various crops and commodities under a similar 
system. They should be dealt with separately. 

Wheat is a crop that is used primarily for food. It moves largely 
into export. Very little of corn is sold for cash; most of it is fed; very 
little of it moves into export. Any approach to stabilizing the market 
for wheat and corn together, without recognizing these differences, we 
are told will not get satisfactory results. We have got to recognize 
those differences. 

Senator Youne. We produce only about, at the present time, two- 
thirds of our rye requirements, and still rye is far below support levels 
How do you account for that? 

Mr. Morse. It is probably because of the fact that there can be 
substitutions made for rye. 

Senator Youna. The simple fact is that we are importing all of 
the Canadian crop; is that right? 
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Mr. Morse. I don’t know the extent of the Canadian crop we are 
importing. 

Senator Youna. I have sent you telegrams in protest. 

Mr. Morse. Oh, yes. 

Senator Youna. I| have seen telegrams in protest. 

Mr. Morse. I cannot say we are importing all of it. 

Senator Youna. Last summer and fall both you and Secretary 
Benson blamed cheap cattle on high corn prices. Now you say high 
hog prices are the result of high corn prices. Do you still stick to 
your argument that high corn prices are responsible for cheap cattle? 

Mr. Morse. I didn’t know that we had blamed the cheap cattle 
prices on that. 

Senator Youna. I thought that was your argument all last summer 
and fall. 

Mr. Morse. One of the very major factors that enter into this 
cattle price situation was the price controls that had been kept on meat 
and which were not gotten rid of until President Eisenhower and 
Secretary Benson removed them. As you know we set a record high 
in consuming beef in this past year. 

Senator Youne. Most farm publications forecast the hog prices 
next fall at about $16 a hundred. I think it is generally recognized 
that if hog production is stepped up we are going to have cheaper hogs 
and probably far below 90 percent of parity. 

Mr. Morse. That is a forecast, and I am not here to forecast. |] 
would want to look at that very closely before sharing that forecast. 

Senator Ture. I think it is highly dangerous to forecast. 

Senator Youna. If you lower the prices of corn and other feed 
grains, won’t you have more meat production and cheaper prices of 
meats? 

Mr. Morse. Feeding more grains to animals, as you know, would 
have two effects. One is on the quality of meat and the other is on 
the pounds. 

Senator Youne. Have we not more meat than the people want 
now? More beef? 

Mr. Morse. No, sir. Meat is on a free market. 

Senator Youna. Do you think we are short of beef? 

Mr. Morse. All the meat that is produced and marketed is con- 
sumed. So we do not have more meat than people want. 

Senator Young. You do not think there is an oversupply of cattle 
then, that prices will hold up? 

Mr. Morse. That was not my answer, of course. People want to 
eat meat and it is a question of the amount that they can afford and 
also the supply. When the supply gets short and the price goes up, 
of course it tends to reduce the consumption. 

Senator Youne. Mr. Chairman, I apologize for taking so much 
time, but there was a precedent set. I have just one more question. 

Senator Munpr. Will the gentler nan yield? 

Senator Youna. Yes. 

Senator Munpr. It would be informative if you put in the per- 
centage, which you say you have, of the corn crop which was sold for 
eash, as you did for wheat. 

Mr. Morse. I would be happy to. 

The CuarrMan. That is less than the percentage of wheat; is it not? 
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Mr. Morse. Yes, sir. In 1948 it was a fraction under 15 percent 
Just skipping over: in 1952 it was 12.6 percent; in 1953 it is estimated 
at 14.1 percent. That went under loan. That went under pri 
me uh 

The CHARMAN. Senator Young? 

Senator Youna. You stated a while ago that we had a year 
supply of wheat on hand for domestic needs? 

Mr. Morse. The carryover estimate, as 1 understand it, wil 
approximate the amount that we would use in this country for a vear 

Senator Youne. With the uncertainty of the drought you men 
tioned a while ago, wouldn’t it be better if you used a carryover fig 
of last year rather than the one for this next July? 

Mr. Morse. Based on the 1953 crop and the carryover as of 
July 1, that is, what is already in the bins, the estimate is that thi 
carryover this July 1, not taking into consideration the crop to bi 
produced this year, whether that is large or small, would appro 
mately equal the amount of wheat used in this country for a year 

Senator Youna. That wouldn’t take into account our commit 
ments for foreign sales; would it? 

Mr. Morss. No, sir. 

Senator Youna. Thank you 

The CHairMaNn. Senator Thye? 

Senator Tuyr. Referring to the market prices by months as give! 
by Senator Holland, if you examine those months, July, August, and 
September, they show 77 percent of parity on wheat in the month 


of July. That, of course, is the time of your big harvest in the wheat 
area of the Southwest. Commencing in Oklahoma and Texas you 
are in the harvestinJune. That is when you get your heavy harvest 


It is absolutely customary and I think Mr. Morse, you will ames 
with me, that if a producer has bin room for a thousand bushels 
wheat but he harvests 1,200, he is most apt to put the extra 200 bushe Is 
on the cash market at harvest time, especially in our section of the 
country. I am now speaking about the average operator. With a 
thousand-bushel bin he will use that and take a loan. He has 200 
bushels surplus. He will haul that into town and sell it on the cash 
market. 

So therefore you will always have heavy cash offerings during the 
harvest months. It is just a normal farming transaction. 

Mr. Morse. Yes, sir; that is true. 

Senator Tuyz. Last summer in all the Northern States you had a 
very heavy rainy season and much of your winter wheat had been 
rain-damaged and didn’t qualify either under a warehouse receipt 
loan or under a commodity loan in the farmer’s bin. That had to be 
offered as a cash sale. That naturally had a tendency to draw down 
your so-called parity percentage in the months that this grain was 
being offered. 

In Minnesota, Wisconsin, and the Dakotas last summer during 
harvest time it rained constantly for a month or more, and the grain 
was damaged. It was disqualified either under a warehouse receipt 
or under a commodity loan. It had to be sold for cash. That con- 
tributed to reducing the parity percentage for that particular month. 

The other question, going back to the price support at the present 
time, I sat right here 2 years ago, or 2% years ago, and asked why 
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there wasn’t some action taken to strengthen the hog market I 
asked Mr. Kendall for the market price figures back in 1951. If 
my memory serves me right, and I can be in error, it was 88 percent 
of parity. The one reason why you had a decrease in the pork 
production was that so many of them got their fingers so badly burned 
economically in 1951 and 1952 that they would not touch pork for 
another year. You don’t go back into the pork business in 6 months 
because you have to build your so-called parent stock and you don’t 
build the parent stock overnight 

It isn’t like a poultry flock You can vo into the poultry business 


n6 months. It isn’t the same as a crop of grain. You can divert 
into a corn or wheat crop in from 95 to 125 davs and vou have the crop 
matured. ‘That is different than when you get into the animal life 


You are not going to get a production of pork changed in 6 months or 
a year. 

So one reason why your pork prices are high today is not due to 
the corn storage of the sealed-bin program on corn; it is due to th 
fact that a lot of them got hurt financially in 1951 and 1952 and because 
of it the trend went down in pork production. Your trend today ts 
on the upswing and we will probably have plenty of pork 12 months 
from now, but you have not got it today, and that is why pork is 
up to 122 percent of parity 

So I must say to you, Mr. Secretary, that we cannot accuse the 
support program for either wheat or corn as being the factor that has 
brought about a scarcity of pork today. It was the economic condi- 
tion 2% years ago that reduced your pork cycle. 

Mr. Morse. May | respond to that statement? 

Senator Tuyr. Yes, indeed. 

Mr. Morsez. I hope I did not say that it was the sole factor. I 
said it was a contributing factor. At least I should have said that if 
I did not. 

Senator Tuy. I am not doubting 

Mr. Morse. May I add to that? When I signed the pig crop report 
last June, the economists in the Department said this is a rather 
surprising situation; they said that we have not had the usual response 
in pig numbers, There is a hog price cycle as you know that is quite 
regular, They get lower prices and they cut back. Then they get 
higher prices and move into pork production again. 

They said it is unusual that we have not had an earlier response in 
increase in hogs. It is common knowledge throughout the Corn Belt 
areas that farmers have chosen, instead of growing hogs in many 
instances as they normally would do, to crib the corn, take a loan, and 
not feed it as has been done by the same farmers in many years past. 

Senator ELLENDER. Senator Thye, in line with your argument, may 
[ point out to the Secretary that hogs on farms in 1951 were 62.9 
million, in 1952, 63.6 million, and in 1953, when we got the 122 
percent of parity in the market, 54 million. 

The CHatrmMan. Mr. Morse, may we have the prediction for 1954? 
Wouldn’t that be a good idea, Senator Thye, to get the prediction 
for 1954? I believe it is available now. Does Mr. Wells have them? 

Senator ELLENDeER. Ten million less. 

Senator Toye. Your market price, which was given out in February 
1954, is 122 percent of parity. That does not give you, however, the 
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number of hogs that are anticipated for 1954. Can you find th: 
figure or do you have it available? 

Mr. Morss. It is up 6 percent, estimated, for spring farrowing. 

Senator Taye. Give us that in round figures for the pig crop [ 
1954. If it is up 4 percent, what will that give us in total of millio1 
of heads? 

Mr. TxHompson. I cannot give you that in millions of heads. Th: 
number of pigs to be marketed would be up correspondingly. 

Senator ELLtenper. If it was up to 54 million in 1953, 4 percent o 
that would be 3 million more, or 57 million as against 54 million 

Senator HoLLanp. Six percent, not four percent. 

Mr. Morse. Mr. Chairman, there are two pig crops a year. Thi 
6 percent applies to the spring pig crop. We do not have a forecast 
on the fall pig crop. 

The CuarrMan,. The spring crop won’t be available for consump 
tion until next fall. 

Mr. Morse. That is right. 

Senator Tarr. Going back to the figures, Mr. Chairman, in 1950 
market prices for hogs were 95 percent of parity; in 1951, 95; in 1952 
it dropped to 84. I stated 88 percent before. I carried in mind th: 
figure of 88 percent at the time that we were all so concerned and th: 
question was taken to the Secretary of Agriculture right across th 
table in the spring of 1952 

In 1953 it rose to 107 percent of parity. In February of 1954 it 
was at 122 percent of parity. Now your swing is upward. You hav 
a 6 percent anticipated increase in the calendar year 1954. So that 
your downward price trend will start. 

Il might venture this type of a statement to you, Mr. Secreta 
and as one reason why your pork cycle went down: Your beef was a 
highly desirable farm enterprise in 1952 because the price had not yet 
broken. Many and many a man bought some cull cows and put them 
in his pastures and yards, thnking that he would raise himself a littl 
family of beef cattle. They got hurt, of course, last year. 

[ still contend, Mr. Secretary, that your support program has been 
an influencing factor tending to stabilize your agricultural economy 
so that you will not have these bad fluctuations that have occurred in 
the pork prices in this past year, because at the present time pork is 
rather high. 

Mr. Morse. Senator, the pork price is not under price supports 
The principal feed that is used to make pork is under price supports 
We have been told repeatedly that without flexibility in the principal 
feed that is used not only in pork production but in milk, eggs and 
other items into which this feed is converted before it is sold by the 
farmer, that to have one under rigid price support, the other without 
price support, does not make for the most farm prosperity. 

Senator Toys. That is true. May I ask you this question: Would 
you encourage the dairy producer to use up some of the corn and to 
use up some of this wheat in increasing the dairy production? 

Mr. Morse. That is what they are doing. 

Senator Toye. Oh, no, Mr. Secretary. It is the number of milk 
cows on farms that has production up at the present time. Mr 
Secretary, would you ask us, today, to take corn out of the sealed 
cribs, go to the bank and pay up the loan, and take that corn and grind 
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t and put it in the feeding troughs of the dairy cows? Would you 
advise that today in order to get this corn out from under a commodity 
loan? Would you advise it? 

Mr. Morse. Corn is not a principal feed in dairy production as 
such. It is one of the feeds. 

Senator Tuyr. One, however, that is a good practice, is it not? 

Mr. Morse. It enters into the dairy ration. It would depend upon 
the market. If he is selling to a fluid milk market, dairymen give 
their own answer to that. They are feeding liberally because it is 
profitable to do so. 

Senator Tuyr. Mr. Secretary, that fluid milk market is a question 
all by itself. There are forty-some of the major markets—-49, I 
believe—under a Federal milk order and they are absolutely in the 
sunshine by themselves and no shadow from the surplus area could 
ever be cast over a market in either Washington or Baltimore or 
Philadelphia because I couldn’t advise a dairy producer in Minne- 
sota to carry a pailful of milk into the Washington market and offer 
it for sale, but what he would be apprehended by the law. Is that 
not true? 

The CHarrMAN. He would be apprehended by the railroad rates. 

Senator Toyz. No, no, Mr. Chairman. This is a cold-blooded 
factual question if we want to examine it. The milk in the fluid 
producing area today is about $3 a hundred, is it not? It is a cold- 
blooded fact. It is $3 a hundred to $3.40 a hundred for 3% percent 
butterfat. 

Mr. Morse. The fluid market is not by any means all under milk 
orders and agreements. Milk moves from your area into the South 
regularly. 

Senator Turn. I beg your pardon. Let’s confine ourselves to the 
seaboard. I mentioned the seaboard cities, sir. 

Mr. Morse. I was using that by way of illustrating that 

Senator Toys. Memphis, Tenn., is under a Federal milk order. 

Mr. Morse. Yes, but there are many areas in the South that are 
not, and that is the reason, Senator, that I brought it up, that we 
should not think that all the fluid milk of this country is sold under 
the marketing orders and agreements. There are wide areas of 
fluid milk use and deficit use which are not under these orders and 
agreements. 

Senator Toye. Mr. Chairman, going back to the question of 
whether it would be advisable for the farmer to take either oats or 
corn or wheat out from under a commodity loan and feed it to his 
dairy cows today in order to get it fed, you would not advise it, would 
you, Mr. Secretary? 

Mr. Morse. The farmer always has choices and the farmer’s first 
choice in this present situation would be to feed it to hogs and to 
bring in 122 percent of parity. 

Senator Turn. I grant you that, but vou cannot feed it to a hog 
until you have a sow to farrow a litter of pigs and you have not got 
that. You have to wait a year until you get those sows farrowing 
until you have the litter of pigs to feed. There is the whole economic 
question. If you get a pig over 200 pounds, to 250, you are going 
into the heavy class and the price breaks, and therefore it is not 
profitable to produce that hog beyond 250 pounds. 
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Mr. Morse. May I point out again, Senator, that a farmer agai: 
has a choice. He can stop feeding his pig at 200 pounds or he can 
feed it to 300 pounds. 

Senator Toyz. But you would not advise it, would you, on account 
of the price factor in the heavy hog over a light hog? 

Mr. Morse. If I could buy corn—and I have been in the farn 
management business and we have done this right along 

Senator Tuyen. | was in farm operating when | got my fingers burnt 
on pork. 

Mr. Morse. If I could buy corn at 79 percent of parity—and | 
had a healthy hog—lI would not stop feeding at 225 pounds where you 
normally would be thinking about going to market. I would make 
it a lot heavier than that and give it to the consumers to have the 
extra pork, 

Senator Torr. Mr. Secretary, I am not trying to argue that point 
because it is not a pleasant thing. But I do want to make this record 
crystal clear on the question of whether it would be advisable for th 
farmer to take his corn out from under a commodity loan and put it 
through the dairy cow at the present time. I personally don’t think 
it would be advisable, therefore I could not advise that procedure. 

The other question then is would it be advisable to increase the 
poultry flock and anticipate putting more feed through the poultry 
flock? You see there is another cold question that the producer has 
to reckon with right now because he is going to buy his pullets right 
now for fall laying. My own commonsense, my own innerman’s 
answer to that question would be that it would not be well to expand 
the poultry flock too greatly because it is only 3 years ago that my 
mail was heavy from all over the Central West asking that I do 
something to stiffen the price of eggs and to stiffen the price of poultry. 

Therefore I could not encourage the producer to expand his poultry 
production. 

Mr. Morsz. I hope I am not in a position of arguing this, but I am 
trying to point out facts. We are all concerned about the small 
farmer and the underprivileged families, the people who do not have 
enough eggs and chickens to eat. We go out through the hill and 
mountain areas where small farmers live, and we know that their 
production does not move into the markets in the main; that the 
production of eggs and chickens from their family flock normally is 
eaten up right there. 

Senator Tayz. By whom? By the family? 

Mr. Morse. By the family. 

Senator Tuyz. You mean the production of the chicken flock, and 
so forth, is eaten by the family? 

Mr. Morss. Yes, sir; much of it is. And the family cow, they 
don’t take that—— 

Senator Toyz. What area of the Nation would you confine that to? 

Mr. Morse. It is very widespread and in practically every State. 

Senator Taye. Would that be in Minnesota and Wisconsin? 

Mr. Morsz. In the northern areas, when you get into the timber 
areas and where the farms are small and where the soils are sandy 
and less productive, you will find many families where most of what 
they produce, and this is statistically correct, is consumed right there. 

Senator Toye. You mean that is just eggs or that is confined to 
dairy products? 
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Mr. Morse. It would be the milk that they produce from their 
family cows, it would be their eggs and chickens which they produce. 

Senator Torr. Would they consume all of that, practically? 

Mr. Morsz. They might sell some of it. 

Senator Toyz. Have you been in northern Minnesota in that 
cutover area, Mr. Morse? 

Mr. Morse. Yes, sir. 

Senator Tarr. Have you? 

Mr. Morss. Yes, sir. 

Senator THyr. We have some excellent cooperative creameries 
that are making butter up through that cutover area, and they are 
not eating all that butter, I know. 

Mr. Morse. I am not referring to the large commercial farms. 

Senator Taye. I am now referring to an 80- to 160-acre cutover 
farm in northern Wisconsin, northern Minnesota, and northern Mich- 
igan. If you just want to see a blanket of creameries in northern 
Minnesota, I will just lay a creamery report right before you. 

Mr. Morse. The only comment that I want to make to you is that 
the 3% million small farmers that the President referred to in that 
message could well expand and be encouraged to expand the produc- 
tion of the eggs and poultry and milk and pigs for home consumption, 
and you need only to visit these families to see that they do not hav: 
enough for good nutrition and that a lot of this corn and wheat and 
grains that can be fed could well be used in those situations and thus 
would disappear from the market. 

Senator Toye. Mr. Chairman, I am going to thank you, and I 
apologize for the length of time that I have taken. 

The CuarrMan. I think we want to straighten out one thing, 
Senator Thye, and that is with regard to the restrictions on shifting 
the milk from the Central West to the eastern seaboard. I agree with 
you that there are restrictions. They are not restrictions of the 
Federal marketing order, however. They are restrictions of the local 
boards of health. 

As I said, the freight costs have become so exorbitant in a good 
many cases as to make it economically impossible. If transportation 
costs are going to continue to increase the way they have in the last 
4 or 5 years, it won’t be long before all of us are utilizing just what is 
produced within a few miles of us. The Federal milk marketing 
order doesn’t do it. 

Senator Tuyr. However, the Federal order establishes what the 
price for fluid milk will be in this area. 

The CHarrMan. The Senator is correct. If it were not for the 
Federal order, you would find the dairy industry as a whole in much 
worse shape than it is. 

Senator Toye. Nevertheless the Federal order does exist on these 
major markets—-Washington or any of these eastern markets—and it 
establishes the price per hundre dweight, and then the city ordinance 
which is the governing factor as to whether the milk would be qualifie d 
in this area then lays down the restrictions that keep out all outside 
milk. 

There is no question but what this should be thoroughly studied 
because the control existing on the Washington market would -not 
permit milk to come in from Minnesota even though a State health 
department qualified the milk as grade A—1 milk 







































36 GENERAL FARM PROGRAM 


The CuHarrMan. I believe Washington does not have a Federal 
order. It is one of the few big markets that does not. Philadelphia 
New York, Boston, and most of the other cities do. 

Senator Mundt? 

Senator Munpr. Senator Thye brought up an interesting point 
about these figures on page 101 that Senator Holland was quoting 
He said that because of a rainy harvest season it was quite possible 
that the cash price received was further below parity than it would be 
in a normal harvest year. I wonder, Mr. Morse, since we have been 
talking of between 1948 and 1953 on all of these other figures that you 
have been discussing, whether you could have prepared and inserted 
in the record a similar table for these products which are on page 101 
for each of the years starting with 1948, showing how the cash pric: 
received by the farmer would compare. May that be put in the 
record? 

The CHarrMan. Yes, without objection, it will be inserted. 

The matter referred to is as follows: 


Wheat: Prices received by farmers parity prices, and prices rece ved a 
percentage of parity, United States, crop years 1948 to Februar y 1954 


A verage Aver ‘ A verage \ ra 
price per Parits price as a price per ats price as a 
Crop year bushel re- ae percentag Crop year bushel re- percenta 
ceived by pric of parity ceived by ale fy 
farmers price farmers pric 
1948 Dollars Dollars Percent 51 Dollars Dollars Perce 
July 2.03 2. 20 92 July 2. 05 ». 41 . 
August 1. 96 2. 20 &Y August 2. 05 4] 8 
eptember 1. 97 2. 20 x Septe ber. 2 07 > 4) Rf 
October 1. 98 2.18 1 October 2.10 2.42 87 
November 2. 04 2.17 Y4 November 2.19 43 “ 
December 2.05 2.17 4 December 2. 22 43 ) 
January 2. 02 2.17 93 January 2. 20 15 ”) 
February 1. 94 2. l¢ x0) February 2.18 ». 4¢ 8 
March 1. 98 2. 1¢ 92 Marel 2.20 2 46 R9 
April 2. 00 2.17 92 A pril 2. 18 2. 45 s 
May 2. 00 2. 16 93 May 2.13 2. 45 
June 1, 86 2.15 87 June 2. 06 2. 45 S4 
49 1952 
July 1, 82 2.15 R5 July 1, 98 } 
August 1.79 2.14 xt August 2. 04 2.4 $ 
Septem ber 1. 87 12 xs September 2.09 if 8 
October 1. 89 2.11 ‘ October 2.0 2. 45 ¥ 
November 1. 90 2.11 90 November 2.13 2.44 87 
December 1. 93 2, 12 91 December 2.12 2. 43 ‘ 
January 1. 92 2.13 x) January ] 14 se 
February 1. 93 2.13 } February 2.0 2. 41 8 
Marel 1. 98 2. 16 92 March 2. i 2.43 s 
April 2.01 2. 16 93 A pril 2. 08 2.44 8 
May 2. 04 2.19 13 May... 2. 06 9 8 
June 1. 93 2. 21 87 June 1. 88 2. 42 8 
1950 1953 
July 1.99 2. 21 90 July 1. 87 2. 44 
August 1. 97 2. 23 SS August 1. 86 2. 45 
Septem ber- 1. 94 2. 25 86 Septem ber 1. 92 2, 46 78 
October 1.90 2. 27 st October. 1. 94 2. 44 ‘ 
November 1. 94 2. 29 85 November 2. 00 2. 45 s 
December 2.02 2.31 87 December 2.01 2. 45 82 
January bs 2. 09 2. 35 88 || January 2. 03 2. 48 $2 
February 2. 21 2. 36 o4 February 2. 06 2. 48 83 
March. 2.12 2. 40 SS 
April 2. 1 2. 40 89 
May 2. 11 2. 41 &S 
June 2. 08 2. 42 86 


f 


Source: Agricultural Marketing Service. Compiled from Agricultural Prices 
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18 to Febr 


1954 


Prices received by farmers, parity prices, and prices received as a percentage 
parity, United States, crop years 19 








4 / 
Average Average A verage \ g 
price per Parity price as . price per Parits pri as a 
Crop year bushel re- ow percent Crop year bushel re ang per ue 
ceived by ieee of pari ceived t cams of parity 
farmers price farmer price 
148 Dollars Dollars Perce 195 Dol 8 Dollars Pe 
1, 38 1. 59 & August 6 1.7 { 
1.2] 1. 58 77 Septe er t l +4 
1.2 1. 58 78 
l 1. 58 ’ 
l | Oct 64 7 } 
1 1. 57 N r ( 7 91 
1. 22 1. 57 78 Dece er »s 4 
1. 22 1. 57 78 Janua s s , 
1. 21 1. 5 7 Februar S ¥ 
1. 25 1. 56 SO) Mar 5 i 
1.18 1.5 7¢ Ap 68 78 ‘ 
1.16 1 7 Ma 7 78 t 
Ju 72 
1949 Jul 8 
October 1.09 7 Au s 
vember 1. 02 67 Septembe 78 7 
December 1.13 $ 7 
January 1.15 55 74 
February 1.16 7 October 1. 78 § 
Marc! 1.19 1. 57 7 Novembs ‘ U7 = 
April 1. 26 1 80 Decembe Bl 1.7 s 
2) 1.34 9 S84 Januar 1. 48 7 s 
1. 36 L. Of Ss Fe la 4 s 
1.44 1. Of 90 Marc! 4¢ 7 R2 
1. 44 1. f SY April 1. 4¢ l s 
September 1. 44 1. 6 SS Ma 1. 49 1.7 R4 
June 4¢ 1. 7€ § 
1950 Jul 4 8 
er 1.37 1. 64 g: Aucust . s %. 
November 1.37 1. 6 & Sept ¢ 78 ~ 
December 1. 46 1. 68 86 
January 1. 54 1.71 90 } 
February 1. 60 1. 71 4 Octobe 7 
March 1. 60 1.74 92 No 1. 78 
April 1. 62 1. 75 93 Decem j 1. 78 
May 1. 64 1.7 44 Jar { ar 
June 1. 62 7¢ V2 Febru 1 80 
July 1. 63 93 
Source: Agricultural Marketing Service. Compiled fr Ag ‘ es 
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Crop year 


ce 
far 
148 | 
} D 
August 
Septem der 
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November 
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A verage A a 
1D ‘ price oe . 
; ay percentage Crop year hundr« i. 
price of parit} weight re 
pric ceived by 
farme! 
1 51 
dD ITs Per / ) Irs 
4. 51 118 August 4. 67 
4.51 10¢ September 4.03 
4.47 106 October 4 66 
4.45 115 November 1.79 
4.45 120 December... +. YO 
4.45 118 January 5. 20 
4.42 113 February . 22 
1, 42 106 || March 2 
4.43 109 A pril it 
4.42 107 May 47 
4.40 108 June o2 
4. 40 104 July 62 
1959 
4.38 95 August 32 
4.34 8S September 27 
4.33 92 October 72 
4.33 97 November 6. 10 
4.34 101 December 6, 25 
4.93 89 || January--... 6. 48 
4.91 91 Februar 63 
4.95 8S March 6. 88 
4. 97 87 A pril 6. 91 
. 03 S4 May 6. 91 
5.05 R3 June 6.70 
07 88 July 5. 92 
1958 
. 11 90 August ) 
13 89 || September 4. 87 
5.17 97 October 40 
5. 21 102 November 28 
5. 25 100 December -_. 5. 36 
5.36 104 || January 41 
». 44 107 February 
i 105 
103 
5. 56 102 
5. 58 97 
5. 56 94 
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Peanuts: Prices received by farmers, parity prices, and prices received as a perc 


age of parity, United States, crop years, 1948 to February 196 


Average 
price per 


Crop year 


pound re- 


ceived by 


farmers 

1948 Cents 
August 10.4 
September 10.4 
October 10. 4 
November 10.6 
December 10. 5 
January 10.5 
February - 10.3 
March 10. 5 
April 10. 6 
May 10.6 
Jun 10.4 
July-- 10.4 

1949 
August 10.2 
September 10.2 
October 10.2 
November 10.4 
December 10.4 
January 10. 5 
February 10.6 
March 10.5 
Apri 10.6 
May 10.7 
June 10.8 
July... 10.9 

1960 
August... 11.0 
September 10.9 
October 10.7 
November 11.0 
December 10.9 
January 10.9 
February- 10.9 
March 10.8 
April. ; 10.8 
May..-- 11.0 
June 10.8 
July 10.8 
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11 
ll 
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11 
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87 


3/ 


90 
89 
89 


90 
Ow) 


91 
8Y 
89 


8S 
89 
89 
90 
90 
91 
91 
90 
91 
90 
90 
91 


91 
89 
87 
89 
87 
85 
R5 
83 
82 
84 
82 
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Crop year 


1951 
August 
September 
October 
November 
December 
January 
February 
March 
April 
May 
June 
July- 


1952 
August 
September 
October 
November 
December 
January 
February 


March 
A pril 
May 
June 
July 

105¢ 
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September 
October 


November 
December 
January 

February - 


A verage 


price per 
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Cents 
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10 
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10 
10. 
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Source: Agricultural Marketing Service, Statistical and Historical Research Branch 
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The CuarrmMan. Mr. Loos has not gotten very far. 

Mr. Loos. Mr. Chairman, I believe I started with the title 
Senator Hottanp. Mr. Chairman, may I make a request for 
report to be included in the record? I think highly of the suggestio: 
just made by the Senator from South Dakota. I wish that th: 
Department would also furnish for inclusion in the record a report 
showing the source of the various milk products now owned by th 
Government. I believe it will show that they came almost entirel 

from three States. 

The Cuarrman. Can the Department furnish that information, as 
to where the supplies came from? Is it possible to work it out? | 
so, it will be received without objection. 

(The information requested follows:) 


USDA purcha es of salted creamer jf butter under price-s ipport programs, ip 
1952—Mar. 31, 1953, and Apr. 1—Aug. 31, 1953, by State 


1952-53 program 19 54 program 








State Apr. 1 through|(Apr. 1 through Total 7 
Mar. 31 Aug l 
Pounds Pounds Po 
117, 807 619, 842 737 
60, 000 2, 634, 404 2, 604, 404 
368, 426 1, 496, 776 1, 365. 2 
Columbia 544, 392 54 2 
137, 545 7,750 19 > 
29, 822, 887 4 6, 131 75 1,018 
837, 757 206, 111 ), 043, 868 
13, 200, OS3 ] 14, 580 29, 604, 66 
4. 257. 847 { 82 8 80 ) 
51, 86 11. 958 43 818 
124 { 
setts 1, 60 1 it 
2, 710, 448 8 ) 102 
41. 189. 995 82. 516. 369 
183, 309 
9 067, Ot 23, 366, 704 
Montana 27, 614 286, 004 
Nebraska 6, 693, 591 20, 327, 282 
New Jersey 1, 524, 053 12, 017.9 
New York 6, 390, 891 l¢ 8, OS i 
North Dakota 2 687, 219 6, 989. 199 
Ohio 4, 078, 510 | 4, 04 
Oklahoma 3, 176, 706 9, 715, 91 
Oreg« 04, 260 99, 1 
Pennsylvania O89, 281 1, 355, 824 
South Dakota 4, 362, 2 
Tennesset 1, 222, 370 4, 085, 098 
Texas 30, O11 66, 290 
Utah 24, 634 
Vermont ”) R08 
Washington 316, 898 2, 734, 632 
Wisconsin 13, 000, 570 22, 413, 118 
otal 211, 713, 362 355, O61, 54 ) 





! Preliminar 
? Less than 0.1. 


N OTE.—1953-54 price-support program purchases as of Feb. 24, 1954, 289,926,903 pounds, 
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SDA purchases of cheddar cheese under price-support and school-lunch programs, 
Apr. 1, 1952—Mar. 31, 1953, and Apr. 1—Aug. 31, 1958, by States 








If : 153-54 prog 
State igh (Apr. 1 t 
Al ’ 
Pounds I 1 1 
ima eo “, 4 2, 4 0.9 
ArkansaS......... HS t ~ 
( ( O.cnwaccece 85, 912 s ‘ 2 
ho = ty 
? I is 2, 998 2 14 ) 
a ese 1. if 4 24% 
k t 3, 264, 32 1.2 
5 138 $21, 68 1.9 
ROX s t 2 
2 " ; 21 4 7 7 
x ' 2, 458 ) 
: 25.4 61¢ 478, 659 3. 1 
gh 379 ) 4, 750 
Nebraska A 274, 703 462, 82 } 24 3 
York f 4, 6 7 
h Dakota 2 32 t ( 
1, 693 2 s ( ) 
A na 664. 046 2s mt 9 
182. 604 82. 604 
vivania 662 R00, OOK 2 462 7 9 
essee 19, OR q 2 4.8 
72 ) Nh, 2 ss 5 
‘ OO) ) i. 2 
or »). OM wn) 
‘ I 4 12,3 ” me 2 
re 89 459. 200 4189 . 474 278, 569 } W 
Pr minary 
j ? Less than 0.1 





Includes 14,190,000 pound < t se for school 
5 


l 
4 Includes 13,140,000 pounds processed cheese for school-lunch program 


1953-54 price-support program purchases as of Feb. 24, 1954, 269,860,613jpounds 
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USDA purchases of nonfat dry milk solids under price-support, sec. 32 






and sup} 


programs Apr. 1, 1952-Mar. 31, 1958 and Apr. 1—Aug. 81, 1968, by State 


|1952-53 program | 1953-54 program 











State (Apr. 1 through)(Apr. 1 through Total 
Mar. 31 Aug. 31 
Pounds Pounds Pounds 

California 8 185, 031 8 185, 031 
Idaho 849, 500 8, 478, 361 9, 327, 861 
Illinois 207, 557 710, 904 918, 46 
Indiana. . 12 », 421 16, 868, 721 | 
Iowa. 4, 786, 426 7, 756, 638 
Kansas 2, 442, 120 2, 860, 406 
Kentucky-.. 283, 200 2 
Louisiana... 310, 533 ; 
Maine i 35, 860 171, 810 7 
Massachusetts 695, 600 695, 600 
Maryland... 293, 179 47, { 341, 006 
Michigan ..-. 5, 789, 206 12, 142, 77 17, 931, 977 
Minnesota 78, 601, 300 | 87, 007, 788 165, 609, 088 
Mississippi 44, 000 14, 000 
Missouri... 4, 685, 693 6, 629, 312 11, 315, 00 
Nebraska 1, 359, 025 2, O86, 800 3, 445, 825 
New Hampshire 661, 800 661, 800 
New Jersey 100, 000 100, 000 
New York 16, 866, 623 31, 021, 967 47, 888, 590 
North Dakota... 151, 875 169, 807 $21, 682 
Ohio ‘ 4, 514, 676 | 12, 714, 608 17, 229, 284 
Oklahoma... } 97, 000 317, 186 414, 186 
Oregon 1, 833, 230 1, 833, 230 
Pennsylvania 6, 043, 870 7, 408, 040 13, 451, 91t 
South Dakota o 
Tennessee_. 
Texas -. 36, 000 
Utah 
Vermont. 3, 035, 900 
Virginia 316, 450 
Washington 154, 650 
Wisconsin 74, 570, 166 
W yomin 

Tota 3 217, 619, 497 # 329, 675, 585 547, 295, 082 


Preliminary 
2 Less than 0.1 
8 Includes 7,200,000 pound 
4 Includes 9 million pound 





purchased for sec. 32 


purchased for sec. 32 and 1,121,000 pounds purchased for FOA for 


NoTE.—1953-54 price-support program purchases as of Feb. 24, 1954, 530,843,474 pounds, 
The CHarrRMAN. Senator Mundt? 
Senator Munprt. I have a suggestion as to procedure. 


The CHAIRMAN. The Chair could use one. 





Per 


Uermany 


Senator Munpt. We are going to run along here for quite a lon 


while on this hearing. 


It would seem to me to be very helpful to 


the members of the committee if every fortnight or so we would print 
up, in a separate package, the hearings up to that point, because they 


have some charts and information that we would like to refer 
think it is important that we have it available, either that or 
enough extra copies so that they will be available. 


to. | 
make 


The CuarrmMan. The Chair will request counsel to make a note o! 
the important suggestions made from all sources in regard to the pro 
posed legislation so that at the conclusion of the hearings the com 


mittee will have those proposals in condensed form and we 
have to review the entire hearings. 


won't 
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Senator Munpr. The point I am trying to make, Mr. Chairman, is 
that we are going to get these tables and they will be buried in the 

cord. We won’t get to read them until the day comes to mark up 
the bill 

Senator ELLENDER. When tables are furnished, why not have at 
east 15 of them made, one for each member of the committee? 

The CuatrrMAN. The tables can be reproduced, Senator Mundt, and 
nade available to each member. 

Senator Munprt. If we get the information as we go along, we can 

ake our decisions and not go back and review the information 

The CHAIRMAN. We will try to arrange that There is no session 
of the Senate tomorrow. We will meet tomorrow at 10 o’clock when 
\ir. Loos can start with the title of the bill and go through all day 
tomorrow, if necessary 

The committee is in recess until 10 o’clock tomorrow morning 

Whereupon, at 12:03 p. m. the committee adjourned, to reconvene 
at 10 a. m., Friday, March 5, 1954 
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FRIDAY, MARCH 5, 1954 


Unirep Srates SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, dD. ei. 


The committee met, pursuant to recess, at 10:07 a. m., in room 322, 


Senate Office Building, Senator George D. Aiken (chairman), pre- 
siding. 

Present: Senators Aiken, Young, Thye, Mundt, Schoeppel, Ellender, 
and Hoey. 

The CHAIRMAN. The committee will come to order. We will 
continue with the hearings on S. 3052. Mr. Karl Loos, the solicitor 
for the Department of Agriculture will be the witness this morning. 
Under Secretary Morse will be here later today. In the meantime, 
Mr. Loos, will you go ahead with your discussion of the various 
provisions of this bill, or any other provision which you think ought 
to be in the bill. In the meantime it seems best to get the meaning 
of the various provisions on the record. 

The Chair believes that the President’s message on agriculture 
ought to be made a part of the report. Without objection it will be 
made a part of the report. 

(The material referred to is as follows:) 


MeEsSAGE FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTIN( 
RECOMMENDATIONS AFFECTING THE NATION’S AGRICULTURI 


To the Congress of the United States 
I submit herewith for the consideration of the Congress a number of 


mendations affecting the Nation’s agriculture. 
Part | 


The agricultural problem today is as serious and complex as any with whic} 
the Congress will deal in this session. Immediate action is needed to arrest the 
growing threat to our present agricultural program and to prevent the subsequent 
economic distress that could foilow in our farming areas. 

I have given assurances to the American farmer that support of existing agri- 
cultural laws, including continuance through 1954 of price supports on basic 
commodities at 90 percent of parity, was a moral and legal commitment that must 
be upheld. Along with the fulfillment of this commitment, an unending effort 
has proceeded in the pst 12 months to provide the American farmer his full 
share of the income produced by a stable, prosperous country. This effort 
requires for success a new farm program adjusted to existing conditions in the 
Nation’s agriculture. 

This message presents to the Congress that new program. It is designed to 
achieve the stability and growth in income over the years to which our farmers 
are entitled and which the Nation must assure in the interest of all 160 millior 
of our people. 
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STUDIES OF THE PROBLEM 





In constructing its program, this administration resolved to get the benefit 
e best thinking of the Nation’s farmers, as well as that of its farm expert 


Over 60 different survey groups, and more than 500 of the most eminent fa 


eaders in the country, have participated in these studies. Agricultural coll 
and research institutions contributed their work and thought. Scores of 
ducer, processor, and trade groups, as well as national farm organizations, ga 


their findings and proposals. Mail from thousands of individual farmers 


opinion polls among farmers, have been analyzed and weighed Che bipart 
broadly representative National Agricultural Advisory Commission has steadi 
vorked and consulted on the problem for the past 12 months. Numerou 








LOaItY rganizations have been consulted. Many Members of the Congré 

ave shared their own rich experience in this effort Accordingly, as prom 
vear ago, the most thorough and comprehensive study ever made of the far 
»blem and of governmental farm programs has been completed 


RECOMMENDATIONS 





BY COMMODITY 


recommendations which have been reaped from all this inquiry are in 


aditions of bipartisan approach to the Nation’s agricultural legislatio 
hey recognize that each farm crop has its own problems and that these proble 
require specific treatment Accordingly part II of this message presents deta 
proposa for the treatment of 16 com: 10dities or commodity ag Ups I 


confine myself to those aspects of the farm program in which all farmers and 


citizens are equally concerne 1 








SOME | 





UNDAMENTAL CONSIDERATIONS 








In its approach to this problem, the administration has held to the followi1 
fundamentals: 

1. A stable, prosperous, and free agriculture is essential to the welfare of the 
United States. 
2. A farm program must fairly represent the interests of both producers and 
consumers. 

3. However large surpluses may be, food once produced must not be destroyed 
Excessive stocks can be removed from commercial channels for construct 
purposes that will benefit the people of the United States and our friends abroad 
!. For many reasons farm products are subject to wider price fluctuation 
n are most other commodities. Moreover, the individual farmer or ranch 
as less control over the prices he receives than do producers in most other ind 
ries Government price supports must, therefore, be provided in order to bri 
needed stability to farm income and farm productior 





5. A farm program first of all should assist agriculture to earn its proportionate 
share of the national income. It must likewise aim at stability in farm income 
There should therefore be no wide year-to-year fluctuation in the level of price 
support 

6. No single program can apply uniformly to the whole farm industry. Some 
farm products are perishable, some are not; some farms consume the products 
of other farms; some foods and fibers we export, some we import A compre- 
hensive farm program must be adaptable to these and other differences, and yet 
not penalize one group of farmers in order to benefit another 

7. A workable farm program must give the administration sufficient leeway 
to make timely changes in policies and methods, including price-support levels 
within limits established by law. This will enable the administration to foresee 
and forestall new difficulties in our agriculture, rather than to attempt their 
legislative cure after they have arisen 

8. Adjustment to a new farm program must be accomplished gradually in the 
interest of the Nation’s farming population and in the interest of the economy of 
the Nation as a whole 

9. Research and education, basic functions of the Department of Agriculture 
since its beginning, are still indispensable if our farmers are to improve their 
productivity and enlarge their markets 

10. The soil, water, range, and forest resources of the United States are the 
natural foundation of our national economy. From them come our food, most 
f our elothing, much of our shelter. How well we protect and improve these 
resources will have a direct bearing on the future standard of living of the whole 
Nation. 
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THE PRESENT AGRICULTURAL SITUATION 


Present laws discourage increased consumption of wheat, corn, cotton, and 
vegetable oils and encourage their excessive prod ictlon lhe huge and growing 
irpluses held by the Government act as a constant threat to normal markets fo: 
hese products. Thus, present law produces results which in ‘n are hurtful to 
hose whom the laws are intended to help. Partly | f these excessive 

CKS, farm income has fallen steadily over the past } { 

The urgency in this situation may be illustrated by a few basic facts Duri 
he past year, the investment of the Commodity Cred 
modities more than doubled, increasing by about $2,500,000.000 J a result 
the financial obligations of the Corporation are pressing hard ainst tl 
&6§.750,000,000 limitation on its borrowing authorit In order to assure 


present price support commitments on 1953 and 1954 crops will be covered, | 


t 


it Corporation in farm 


shall request the Congress to take early action to restore the Corporation’s capital 
losses as of June 30, 1953, and to increase its borrowing authority to $8,500,000,000, 
effective July 1, 1954. 

The Government’s commodity hol li igS are enormou t S investments 1 
more than $2 billion worth of wheat alone This iInciude MLO 
owned outright. About 400 million additional bushels are under loan, the greate 
share of which the Government can expect to acquire s more than tl 
domestic wheat requirements of the entire nation for a full year 

rhe cotton carryover will amount to about 9,600,000 bales Here again the 
carryover is approximately equal to the domestic needs of the entire Nation for 
a full year. 

The carryover of vegetable oils may be about 1,500,000,000 pounds, roughly 
double the carryover that should normally be maintained. 

Because such tremendous supplies are already in hand, acreage allotments 
marketing quotas have had to be applied to wheat and cotto An appeal 
the Government for sharp acreage reductions for corn appears unavoida 
These allotments are expected to reduce the acreage planted to 
1954 by the following amounts: wheat, 16.5 million acres; corn, betweer 
million acres; cotton, 3.5 million acres Without the most careful handling, 
diversion within a single year of 25 million acres of productive cropland—abou 
8 percent of the total—from their accustomed use could have the most unfortunate 
impact on the total economy. 

ven these reductions probably will not appreciably r the surpluses of wheat 
and cotton because of the likelihood of increased yields that will be sought from the 
reduced acreage, and because markets will continue to rink as § ynsequence of 
rigid price supports As for corn, it is estimated that t 
be used for oats, barley, and sorghums to hold total supplies feed grains at 
present levels, thus largely offsetting the purpose of t] 

It is also expected that some 3 million diverted acres may 

thus aggravating the tremendous oversupply of vegetable ils ie likely pre 
duction from other diverted acres threatens producers cf pe 

rice, alfalfa, flaxseed, vegetables, and many other crops 

move without further delay to treat the fundamental caus¢ 

supplies of farm commodities. 

The Nation’s agricultural problem is not one of gen 
sumer demand continues at or near record high levels 
products that lack direct price supports have been as high 
of price-supported products. The problem is rather one 
duction, resulting in specific surpluses which are unay 
rigid price supports. The problem is complicated by tl 
of those foreign markets on which American agriculture 
part of its prosperity. 


hy 


+} 


MAJOR FEATURES OF FARM PROGRAM 


The new farm program here proposed is consistent with all the foregoing coi 
ditions and fundamental considerations. It has five major features 

1. The new program should first be given an opportunity to start operating 
without the handicap of such large accumulated surpluses. This is to be done 
by setting aside certain quantities of our surplus commodities, eliminating them 
from price-support computations. 

2. The 1948 and 1949 Agricultural Acts were soundly conceived and receive: 
bipartisan support. The principles on which they were based are particularly 
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applicable to the agricultural industry today Although based generall 
those pri: iples, the pr yposed agricultural legislation of 1954 contains certair 

features, improvements, and modifications 

3. The amendment to the 1949 Agricultural Act providing for mandatory r 
supports, attuned to war needs and demonstrably unworkable in peacetime 

be permitted to expire. After the 1954 crops the level of price supports for 
basic commodities will be gradually related to supply, promising farmers 
stabilitv of income. 







rr 


+. Modernized parity is to become effective for all commodities on Jar 
1, 1956, as scheduled by law. Provision should be made for moving fri 
old to modernized parity in steps of 5 percentage points of the old parity 
until the change from old to modernized parity has been accomplished 


5. The key element of the new program is a gradual adjustment to nev 






per 











cumstances and conditions. Application of modernized parity and the relat 
basic crops to supply levels require a transition period to assure a stable far 
economy. This transition should be accomplished in a prudent and re 
manner to avoid sharp adjustments which would threaten the dislocation of 






program. 
6. In keeping with the policy of gradual transition, the Secretary of Agri 
will use his authority under the Agricultural Act of 1949 to insure that 
year variations in price-support levels will be limited 
7. The authority of the Secretary of Agriculture to apply price support 
more than 90 percent of parity when the national welfare or national 
requires should be col tinued. 








Se¢ 





















PARITY AND PRICE SUPPORTS 









nder the provisions of the Agricultural Acts of 1948 and 1949 the Gover! 
will 
l. Support the prices of basic crops of those farmers who cooperate with a 

age allotments and marketing quotas when such are in effect; 
2. Announce the price-support level for various crops before those er 
planted, insofar as practicable 

3. Support price levels at up to 90 percent of parity. For some products 
chedule of price floors will also be provided as authorized by the 1949 act, rang 
from 75 to 90 percent of parity, according to the relationship of total to nor 
supply; and 




















t. Vary the price-support level 1 percentage point for every 2 percentag: 
points of variation in the total supply. If the supply is short, higher suppor 
levels will encourage production. If the supply is overabundant, a lowered pr 
will stimulate consumption. Thus, not only will a floor be placed under all bas 
crop prices, but variations in price and supply will tend to offset each other, a 
thus stabilize the income of the farmer. 





MODERNIZED PARITY 











Parity calculations for most commodities under the old formula are based uj 
price relationshlps and buying habits of 40 years ago. Because methods of fart 
production have changed markedly, the Congress has wisely brought the parit 
concept up to date. Modernized parity takes account of price relationshiy 
during the most recent 10 years It permits changes in farm technology and 
consumer demand to express themselves in the level of price support and restor 
proper relationships among commodities. 

For the basic commodities, the law provides that until January 1, 1956, the ol 
or modernized parity, whichever is higher, shall be used. For all commoditic 
except wheat, corn, cotton, and peanuts, modernized parity is already in us« 

Equitable treatment of the various commodities requires that we should 
modernized parity for all farm products as now provided by law, beginning Ja 
1, 1956 
















INSULATION OF SURPLUSES FROM MARKETS 





Removal of the threat of huge surpluses of farm commodities from current 
markets is an essential part of the program here presented. Destructi 
surplus commodities cannot be countenanced under any circumstances. They 
ean be insulated from the commercial markets and used in constructive ways 
Such uses will include school-lunch programs, disaster relief, aid to the people of 
other countries, and stockpiled reserves at home for use in war or national emergency 
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| recommend that authority be provided to set aside re 
¢2 500,000,000 from the stocks presently held by the Con 
Broad discretionary authority should | Drov ided to ms 
reserves. This authority should be coupled with legislativ 
e return of these stocks to domestic or foreign markets s\ 
normal trade. Perishable stocks should of course be r¢ 
tton, vegetable oils, and possibly me dairy product 
program takes effect 
Che special circumstances r¢ 
ysed new program should 
lity reserve. This reserve 
egrated with the new program as a 
f food and fiber is an essential first ste 


EXPANSION OF FARM MAR 


f our largest pote! tial outlets for | n 
impetus can be given to the 
ties by substituting to the may 
oreign economic assistance and 
the authority to use agricultural s 
however, t I 
consumption. No farm pros 
xpansion. By revolutionary 
World War II, American farmers have prepared 
ter proportion of the food needs I 1 
irkets for this expanded production i 


a freer system of trade and payments 


It is not enough, 


farmers depend to a considerable 
particularly served by strengthe 

ire in developing market out! 
message I shall reeommend that suffic 

Meanwhile, a series of trade missi 
sentation overseas, will be sent from 
1 to South America, to explore the in 
national trade in food and fiber. Moreove 
cooperation with the Secretary of State, is orga 
of views with foreign ministers of agricultu 


agricultural surpluses and stockpiles. 
DIVERTED A‘ 


In addition to the removal urpll and tl Xpansl of markets, special 
measures must be taken to dea th » use of acreages ‘ted from crops under 
allotment. To avoid these difficulties, the number of diverted acres must be 
reduced to a minimum. The proposed program accomplishes this by increas 
the utilization of commodities, thereby reducing the 

When land must be diverted from production, 
related to the basic objectives of soil conservation 
land. Wherever acreage adjustments are especially 
servation program funds will be used to help farmer 
a manner that will advance soil conservation and lo! 


SMALL FARMS 
The chief beneficiaries of I 
larger, highly mechanized farming units which produce about 85 percent of our 
agricultural output. The individual production of the remaining farms, number- 
ing about 3,500,000, is so small that the farmer derives little benefit from price 
supports. During 1954 the Secretary of Agriculture, in cooperation with the 
National Agricultural Advisory Commission, will give further special i 

to the problems peculiar to small farmers, 


our price-support policies have been the 2 millior 


CONCI ON 


” The agricultural program proposed in this section and in part II which follows 


will open new market outlets both at home and abroad not only for current 
supplies but for future production. It will provide a firm floor on which our 
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keting. 


GENERAL 


Year in and year out 


and growth of ferm income. 


It will help the farmer attain full parity in the market 
burdensome surpluses. 
lessen the problem of diverted acreage 


choice and action. 


It will bring farm production into closer balance with consumer need 
along with the public interest 
It will avoid any sharp year-to-year change in prices and incomes. 


will promote 


agricultural 


interests 
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farmers can rely while making long-term plans for efficient production and 
it will provide the best prospects for the sta 


It will avoid er 


It will curtail the regimentation of production plar 


and yield farmers greater freed 


gel 


The program will again stimulate and encourage good farm manageme 


will prevent 


arbitrary 
the individual farmer. 


Government 


control and afford 
It will provide added incentive to make wise us« 


the 


greatest freed 


our agricultural resources and promises the Nation’s agriculture a mor 
and reliable financial return than any alternative plan. 


I urge its ear 





In 


whic 












PART 


WHEAT 


approval by the Congress. 


I] 





As of 


December 


this part of the special message the principles developed in part I are ap 
to specific commodities and commodity groups. 


Wheat is a prime example of the results that ensue from a support pr 
h fails to adjust to the level of demand. 
$2 billion of Commodity Credit Corporation funds were invested in wheat 


16 


more 


The export market historically vital to our wheat farmers was itself | 
responsible for the expanded production of American wheat during the war 


postwar vears 


remained at 


become an umbrella for competitors. 


wheat market. 
national Wheat 
while Canada’s 


Thus our price policy shrinks the very market that could otherwis« 


To meet the food needs of devastated countries 
continued their high level of production after the war and thus rendered 
service to humanity and to the cause of freedom throughout the world 
expanded outlets 
the 
duction has contir 
production has become 
In foreign markets, the high rigid support program of the United States 
This has created an artificial competiti 
situation which has cost the American farmer a substantial part of his w 


have 


since 


greatly 
level associated with wartime neec 
ued at wartime levels and 
surplus. 


During the past 2 


free 


market 


our excess stocks of wheat. 


Continuance of present price-support levels for wheat would confront u 


two undesirable alternatives: 
(1) Curtail production to the amount needed for domestic use and very limit 


exports. 


the taxpayer. 


sales 


dimi 


ished. 


Yet 
} 


annually 


the 


support price 
The result is that 
more and more of 


our | 









years our exports of wheat outside the Inter 
Agreement have fallen from 220 million bushels to 64 mill 


have 


risen 


from 


The foregoing alternatives make it increasingly 
depart from the high rigid support level for wheat. 
It is, therefore, recommended that 


(1) 


105 


as an emergency reserve and removed from the market. 
(2) After the 1954 crop, the level of price support for wheat be related to suppl 

Because of the substantial set-aside, computations of the support level under t! 

Agricultural Act of 1949 would insure that changes in support levels would 


gradual. 


to 


clear that 


161 million bu 


help al 


is 


the Nation 


The Secretary of Agriculture will use his authority under the 


é 


This would require a reduction in wheat acreage of about 40 percent 
from the 79 million acres planted in 1953 to between 45 and 50 million acres. 
(2) Subsidize the consumption of wheat by increasingly severe burdens uy 


} 


A substantial part of the present excessive wheat carryover be set a 


Agr 


cultural Act of 1949 to insure that year-to-year variations in price-support lev 


will be limited. 
(3 


year from old to modernized parity. 
(4) Acreage allotments and marketing quotas be continued, with the anticip: 
tion, however, that adjusted support levels will increase the incentive to emp! 


some of the present wheatland for other pruposes. 


Beginning January 1, 1956, a change be made at the rate of 5 percent 
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RICE 


Price supports for rice at 90 percent of parity have had no recent application. 
Market prices have been at or above support levels; restraints on production 
e not been needed; stocks have not accumulated. Nevertheless, present price 
ports for rice can inhibit an adjustment, if one should be needed, in the same 
ier that they prevented the adjustment for wheat, when it was needed 
s therefore recommended that mandatory price supports at 90 percent of 
parity for rice be allowed to expire after the 1954 crop. 


CORN 


is a dominant factor in the feed-grain-live 
sed on an interdependent process involving 
sion into livestock products, and 
products, and eggs 
r, encouraging and discot 
t is scarce and moving 
f corn, some price freedom is indis 
\ program of high rigid pr 
rtailing our livestock Indu 
sumers. We have made gr 
ion and in passing some of t 
priced livestock product 
lrage hose trends 


rn is used in the sar 


liom does more than 25 | 
nnels, and the bulk of this i 
herefore, are the principal 
farmers who produce cor 
rs who normally buy cor: ng feeds to produce 1Li\ 
[o guide the corn price-support program, the adjust | 
lancing features of th icultural Act of 1949 on the whol 
The level of support spe Chik ] designed to move corn 
roducers are assured of a steady supply of feed at rea 
Che old parity formula holds the support price for 
estock prices. Use of modernized parity, scheduled 
January 1, 1956, will help to balance these vital pric 
t is, therefore, recommended that 
l Modernized pé ritv for corn become effective « 
dification limiting the rate of the transition to 5 percent in ar 
2) Except as provided in (3) and (4) the provisions of the 


| 


949 become effective for the corn crop of 1955 and subseque 
3) The act of 1949 be amended to provide a change, within the 
90 percent of parity, of 1 percentage point in the support price for 
| percentage point of change in supply, thereby giving great 
ipport prices and tending to prevent the building 
Government; 
1) Legislation be enacted to raise the normal e: 
10 to 15 percent of domestic » plus exports 
{ subsequent crops. This would | 
uce the impact of current carrvover stocks on f 
support levels: 
5) 1 pon adoption of the foregoing recommend 
juotas be abolished. 
FEED GRAINS OTHER THAN CORN 


The Agricultural Act of 1949 authorizes price support for such nonbasic crops 
as oats, barley, and grain sorghums at not to exceed 90 percent of the } \ 5 
The amounts, terms, and conditions of price-s ort operations and the extent 
to W hich these operations are Cc srried out } 
| 


tary of Agriculture upon consideration of us fact pecified 


t nrce 
ce 


t} e mecre- 


I 

are determined or approved by 
l th law 

Inasmuch as this progran has worked sati fac "liv, it 3; recom! naea that 


se provisions be continued 
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MEI 





AT ANIMALS 
The fact that mandatory price supports are ill adapted to meat 
been recognized by Secretaries of Agriculture for vears. The present law pr 
tools well adapted to deal with the problems peculiar to the livestock ind 
It is recommended, therefore, that the existing conditions with respect 
animals be continued 














DAIRY PRODUCTS 


The Agricultural Act of 1949 requires price support for dairy proc 










levels between 75 and 90 percent of parity as are necessary to assure al 
supply. Sufficient discretionary authority is provided to oper: 
program 


It is recommended that these provisions of law be continued 





POULTRY AND EGGS 








Price supports have not been generally desired by the po iltry industry l 
porarily, and in special circumstances, price supports can, however, be | f 
It is recommended, therefore, that 
(1) Provisions of the 1949 act be continued for poultry and es 
tionary authority for the Secretary of Agriculture to 


C support prices at ! 
exceed 90 percent of parity 







he school-lunch 


2) Discretionary authority be continued to purchase poultry products for 
in t 
purposes. 


program, in nonprofit institutions, and for certai: 


COTTON 


Cotton, like wheat, is an export crop whose price is currently supported al 
the world level. Carryover stocks in the United States have been accumulat 
rapidly in the past 2 years. These stocks, probably close to 9,600,000 bale 
next August, will approximate a full year’s domestic requirements 

Our high rigid price-support program stimulates competition of foreign 
ducers and reduces exports During the twenties and early thirties our net 
ports of cotton generally exceeded domestic consumption. Current ¢ 
amount to hardly a third of our larger domestic requirem« 


1 
i 









nt 
rit 


Our problem is to develop a program which will help growers adjust 
to changing circumstances, including foreign and domestic competition 
intensity. 

The Agricultural Act of 1949 provides price supports for cotton at a le 
tween 75 and 90 percent of parity d ~pendent on the supply. Thus char 
supply and price would tend to offset one another, giving a relatively stable i 
This plan will allow limited price variation, thus affording growers reas 
market stability and vet offering added inducement for heavy f 
years of abundant supplies. 






















ier use of cott 






Separate legislation has made the adjustable pricing provisions of the 1949 
ineffective for cotton. The Secretary of Agriculture is now required t 
set such marketing quotas and allotments that the required price-support 


can seldom if ever fall below 90 percent of parity Instead 


4 






ki of relying in part 
the schedules of price floors intended in the act of 1949, the law requires rel 













. y 11a 
almost entirely on production controls , 
It is recommended, therefore, that 
1) A substantial part of the present large carryover of cotton now in pr 
be set emergency reserve and removed from the market 
2 »4 crop, the level wt price support for cotton be related tos 
cause of the substantial setaside computations of the support ieveis, under 






ricultural Act of 1949, would insure that changes in support levels wou 
lture will use his authority under the Agr 
1949 to insure that year-to-year variations in price-sup 


The Secretary of Agricu 
f 
i 


port lieve 






hecomes effective for cotton 








1 The Congress repeal the present provisions wheret the még 






pro luction restrictions before there can be anv re j 
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rOBACCO 


fobacco farmers have demonstrated their abilit to 
1 demand at the supported price without loss to the Goverr 
ely small acreage of tobacco and the limited areas to which 

wie production control easier than tor other ¢ rops 

Che level of support to cooperators is 90 percent of t 

vhich marketing quotas are in effect 

It is recommended that the tobacco program be conti 


PEANUTS 


he law requires that mandatory 90-percent supports for peanuts 
through 1954 and that old parity remain in effect until the end of 1955 

This program, which has experienced some difficultie adjusting supplies t 

nand at the supported price, can operate successfully with certain changes 

It is recommended that 

1) The Agricultural Act of 1949 become effective for peanuts on January 1, 
1955 

2) The shift to modernize parity for peanuts begins as now provided by law 
on January 1, 1956. 

3) A transitional provision be provided to limit the change from thx 
modernized parity to not more than 5 percent per year. 


TUNG NUTS AND HONEY 


Tung nuts and honey should be in the same category with other products for 
which price supports are permissive rather than required It is recommended 
therefore, that the mandatory price supports for these commodities be discor 
tinued. 

OIL SEEDS 


Price support is authorized for soybeans, cottonseed, and flax at n 
90 percent of the parity price. It is recommended that the provi 
Acricultural Act of 1949 be continued for these commodities 


FRUITS AND VEGETABLES 


Existing law authorizes the use of 30 percent of general tariff revenue 
encourage the exportation and domestic consumption of agricultural commodities 
In the event of market distress these funds may be used for limited purchases of 
market surpluses of such perishable commodities as fruits and vegetables No 
purhases may be undertaken unless outlets are available. 

It is recommended that 

(1) Present provisions for the use of funds from tariff revenues be continued 

(2) Authorization for the use of marketing agreements be continued and liberal- 
ized to 

(a) Provide for inclusion of additional commodities to which marketins 
agreements are adapted; 

(b) Enlarge and clarify the authorization for agencies established under 
marketing orders to engage in or finance, within reasonable limits, researc 
work from funds collected pursuant to the marketing order; 

(c) Provide for the continuous operation of marketing agreements, despite 
short-term price variations, where necessary to assure orderly distribution 
throughout the marketing season; and 

(dq) Enlarge and clarify the authorization for the use of marketing orders 
to promote marketing efficiency, including the regulation of containers and 


types of pack for fresh fruits and vegetables. 


POTATOES 


It is recommended that legislation be enacted to allow assistance to potato 
growers in the same manner as is available for producers of other vegetables 
and of fruits, 

SUGAR 


The sugar program, extended in 1951, is operating in a generally satisfactor) 
manner. It is recommended that this program be continued in its present form 
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WwooL 


Price support for wool above the market level has resulted in heavy ace 


ii 
tions of wool—now nearly 100 million pounds—by the Commodity Credit ¢ 


poration and the substitution of imported for domestic wool in our home 
sumption. ‘Two-thirds of the wool used in the United States is imported; 5 


own wool piles up in storage 


\ program is needed which will assure equitable returns to growers and enc 
age efficient production and marketing. It should require a minimum of go 
mental interference with both producers and processors, entail a minimum of 
to taxpayers and consumers; and aline itself compatibly with overall farm 
international trade policies. 

It is recommended that 

1) Prices of domestically produced wool be permitted to seek their level ir 
market, competing with other fibers and with imported wool, thus resultir 

one price for wool—the market price; 

2) Direct payments be made to domestic producers sufficient, when adde 


he average market price for the season, to raise the average return per po 
90 percent of parity; 

3) Each producer receive the same support payment per pound of wool, rat] 
han a variable rate depending upon the market price he had obtained. If ea 
grower is allowed his rewards from the market, efficient production and market 

be encouraged. This has the further advantage of avoiding the nes 
rovernmental loans, purchases, storage, or other regulation or interferenc: 

market Further, it imposes no need for periodic action to control im 

rder to protect the domestic price-support program; 

1) Funds to meet wool payments be taken from general revenues wit! 
amount of unobligated tariff receipts from wool; 

5) Similar methods of support be adopted for pulled wool and for mohair 
vith proper regard for the relationships of their prices to those of similar « 
modities 

Dwicut D, E1sENHOWER 
Tue Wuite House, January 11, 1954. 


Mr. Loos? 


The CHAIRMAN. 










STATEMENT OF KARL D, LOOS, SOLICITOR, UNITED STATES 
DEPARTMENT OF AGRICULTURE—Resumed 


Mr. Loos. Mr. Chairman, as I said yesterday, we submitted a | 
of the amendments that would be needed to carry out certain recom 
mendations of the President in his special message on agriculture 
January 11, and I also pointed out that there are other recommenda 
tions in the message for which legislative action is not necessary 

As I go along with these provisions, I will attempt to point out which 
particular points in the President’s message the various provision 
are intended to cover. There are some provisions in the bill in addi 
tion to the recommendations of the President. 

I think if we follow this comparative print in which we have show! 
the present law with the amendments indicated on the left-hand sid: 
and an explanation on the right-hand side, they will be clearer. | 
won’t attempt to read the law or amendments, nor will I attempt to 
read all the explanatory material either. I will be glad to be inter 
rupted at any time as we go along with the discussion of the bill 
section by section. 

The title is “A Bill to Encourage a Stable, Prosperous and Fre: 
Agriculture and for Other Purposes.”’ In connection with the title 
I want to refer to a paragraph in the President’s message at page 2 in 
which he said: 

In its approach to this problem, the administration has held to the following 


mentals: 1. A stable, prosperous, and free agriculture is essential to tl 
» of the 





United States. 














~~ 
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The bill is divided into five main parts, the first part covering the 
commodity set-aside; the second part covers amendments to the 
\gricultural Act of 1949; the third part covers amendments to the 
Acricultural Adjustment Act of 1938; the fourth part covers amend- 
ments to the Agricultural Marketing Agreement Act of 1937; and 
the fifth part covers amendments to the Soil Conservation and 
Domestic Allotment Act. 

Senator ELLeENpeER. Title I is entirely new? 

Mr. Loos. Title I is entirely new, yes, sir. The other four titles 
are amendments to existing acts, 

Senator ELLENDER. It is your purpose to tell us exactly how this 
Title I will operate? 

Mr. Loos. No, sir. It is my purpose to tell you exactly what this 
title I means. 

Senator ELLeENpER. I would like to know how it will operate, 
too. I think it is essential for us to know that. 

Mr. Loos. I would agree with that, Senator, but I am afraid some 
other witness will have to do that. All I can do is to tell you what 
the draft is intended to mean. 

Senator ELLENDER. You mean the legal end of it? 

Mr. Loos. Yes, sir. While that may not be as interesting as the 
other, I do think it is important to have explained just what we mean 
by this language in this draft, otherwise there is danger that there will 
be misunderstanding about what is intended. I am not sufficiently 
versatile to cover the operation, and in some cases I will not be able 
to explain why certain provisions have been adopted 

[ have not participated in the determination of what goes into the 
bill. I only participated to the extent of drafting legislation designed 
to meet the recommendations of the President’s message 

Senator ELtenper. In order for you to be able to prepare such a 
draft, were you not told what the operations were intended to cover? 

Mr. Loos. No, sir. I was told what to put in, what it was intended 
to cover, yes, but I can’t explain whether they will or will not. 

Senator ELLENDER. Will or will not what? 

Mr. Loos. I can’t explain what the operation will be under the 
various provisions. 

Senator ELLENDER. Were you not given examples of what was 
intended and then from that you proceeded to draft the bill? 

Mr. Loos. Yes, sir. 

Senator ELLenper. If that is true, why can you not tell us your 
interpretation of the bill? 

Mr. Loos. I can tell you what my interpretation of it is, certainly 

Senator ELLENpER. Just how should it be interpreted by those who 
will be responsible for the administration of this bill? As you are 
well acquainted, a lot of laws are prepared by lawyers, but when they 
are being administered a little different twist is given to them. 

Mr. Loos. Yes, sir; and that is why I think it is important that we 
who drafted the bill undertake to tell you what we intend to mean by it 

Senator Scnorrre.. Mr. Chairman? 

The Cuarrman. Senator Schoeppel. 

Senator ScnorepreEn. This is your compilation, I take it, that ex- 
plains your part of the presentation before this committee? 

Mr. Loos. This is our compilation and analysis of the bill intro- 
duced by Senator Aiken. Referring first to title I, the set-aside of 

44084—54—pt. 15 
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agricultural commodities, in that connection I would like to read 
three paragraphs from the President’s message which | think explain 


the intent and purpose of titlel. These come from page 6 and I quote 


Removal of the threat of huge surpluses of farm commodities from eur 
markets is an essential part of the program here presented. Destructio 
surplus commodities cannot be countenanced under any circumstances. ‘| 
can be insulated from the commercial markets and used in constructive wa 
Such uses will include school-lunch programs, disaster relief, aid to the peop 
other countries, and stockpiled reserves at home for use in war or national e 
gency. 

I recommend that authority be provided to set aside reserves up to the val 
$2.5 billion from the stocks presently held by the Commodity Credit Corpora 
Broad discretionary authority should be provided to manage these frozen reserv 
This authority should be coupled with legislative safeguards to prevent the ret 
of these stocks to domestic or foreign markets so as to cause disturbance in nor 
trade. Perishable stocks should of course be rotated. Stocks of wheat, cott 
vegetable oils, and possibly some dairy products should be set aside after 
program takes effect. 

The special circumstances relating to the crop and the date of initiating the pr 
posed new program should govern the time for establishing each such c 
modity reserve. ‘This reserve program will be effective only if it is carefully int 
grated with the new program asa whole. The insulation of our excess reserves 
food and fiber is an essential first step in launching this new program. 

Senator Youna. Mr. Chairman? 

The CHAairRMAN. Senator Young? 

Senator YounG. Before leaving that I have a question. This set- 
aside is for only one purpose, as I understand it, and check me if | 
am not correct, and that is to determine the support level; is that 
correct? 

Mr. Loos, That is not the only purpose. It is one purpose; yes 
sir. 

Senator Younc. Would it be for the purpose of determining what 
the amount of acres are that may be seeded in another year? Is that 
excluded? 

Mr. Loos. That is excluded. 

Senator Youna. Specifically? 

Mr. Loos. Specifically. 

Senator Youna. If there is no other change made in the law 
farmers may not plant over 55 million acres of wheat next year; 
that correct? 

Mr. Loos. Yes, sir. 

Senator Youna. And how much in cotton? 

Mr. Loos. I do not remember the number of acres. 

Senator Youna. It seems to me that that would leave us in the 
position of lower support prices and more regimentation. 

Mr. Loos. Senator, the acreage allotments and marketing quota 
provisions are not affected by this set-aside. 

Senator Youna. That is what I was getting at. 

Mr. Loos. The only effect the set-aside has on the determination 
of price support is with respect to the price support level, and not 
with respect to the acreage allotment and marketing quotos. 

Senator Youna. And there is no recommendation yet with respect 
to next year’s acreage of wheat or cotton, is there? 

Mr. Loos. Not that I know of. There is nothing in this bill o1 
that. 

Senator Youna. I would like to ask Secretary Morse when hx 
comes over, what the administration plan is on that. 
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The CHAIRMAN. He expects to be here about 11 o’clock, Senator 
Young. 

Mr. Loos, the 55 million acres for wheat, I believe, is a minimum 
acreage? 

Mr. Loos. Yes, sir. 

The CHarrMAN. There is nothing in here which would prevent the 
Secretary from taking into consideration the set-aside in fixing the 
minimum acreage of wheat, is there? He is not prohibited from it? 

Mr. Loos. Yes, he is prohibited from it. He has to carry out the 
mandate of the law with respect to marketing quotas and acreage 
allotments. Of course, the acreage allotments apply on wheat and 
corn annually, regardless of the supply situation, unless they are aban- 
doned as a result of action under section 371 (b) which authorizes the 
abandonment or termination of marketing quotas and acreage allot- 
ments, as we construe it, in case the greater supply is needed. But 
aside from that, acreage allotments are supposed to be operated every 
year on corn and wheat. 
~ Senator ELLENDER. How will that be put into operation? Will the 
farmers vote for it? 

Mr. Loos. Oh, yes. 

Senator ELLENDER. Will it be done by operation of law? 

Mr. Loos. The Secretary gives the farmers an opportunity to vote 
on it, and if the vote passes then he has to proclaim it. 

Senator ELLenpeER. In that respect there is no change from the 
present law? 

Mr. Loos. There is no change from the present law. 

Senator ELtenper. In other words, the method of establishing 
acreage allotment is the same as now prevails? 

Mr. Loos. Yes, sir. 

Senator ELttenpER. What are the yardsticks that the Secretary of 
Agriculture will have to follow in order to be in a position to pro- 
claim marketing quotas, and submit to vote the question of acreage 
allotments? 

Mr. Loos. The various sections of the statute. 

Senator ELLENDER. Under the present law, as I understand it, if 
the supply is at a certain level or below a certain level provided in 
the law he cannot call for acreage allotments. 

Mr. Loos. That is true in the case of cotton, but not in the case 
of wheat and corn. In the case of wheat and corn acreage allotments 
are supposed to go into effect regardless of supply unless there is a 
determination of an emergency. In case of cotton, section 342 calls 
for marketing quotas and acreage allotments whenever the total 
supply exceeds the normal supply. 

Senator ELLENDER. By 30 percent? 

Mr. Loos. No. The normal supply, Senator, has a 30-percent 
allowance for carryover. 

Senator ELLENDER. That is what I was referring to. Is that 
changed in this law at all? 

Mr. Loos. No, sir. And the supply level, the normal supply 
level for 1953 54 was 16,380,000 bales. When the supply exceeded 
that, it was necesSarv to proclaim marketing quotas and acreage 
allotments if the farmers voted for them 

Senator ELLENDER. In answer to the question of Senator Young, 
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he asked whether or not, as I understood his question, this set-aside 
order wasn’t to reduce the supply on hand so that the Secretar 
could act under the law. Your answer was “Not necessaril; 
As to cotton, what would be the situation? ; 

Mr. Loos, As to cotton the cotton set-aside would not affect 
the normal supply determination at which the Secretary must a 
in determining whether to proclaim marketing quotas. For examp! 
if 3 million bales were set aside in the commodity set-aside and o 
total supply under 1953-54 conditions were 18 million bales, which is 
less than 2 million bales in excess of the normal supply, he would ha 
to proclaim marketing quotas on cotton because he couldn’t exclu 
the 3 million in determining the normal supply. 

Senator ELtenper. Let us be specific. As I understand it, or a 
I recall, the carryover for cotton as of August 31 will be 9,600,000 
bales. 

Mr. Loos. Next year? 

Senator ELLeNpDER. Yes. Assuming that the Secretary or tl 
Congress provides the funds to set aside the maximum quantity of 
4 million bales provided in this act, and assuming further that 
have a normal crop that would increase the surplus to, say, or th 
carryover, 4 million bales, which is possible, could the Secreta: 
under the figures | have given you, escape from providing the mi 
mum-support price in the bill? 

Mr. Loos. No matter what the supply was he couldn’t do that 

Senator E_tenper. In other words, if it were 75 percent of 
parity 

The Cuarrman. You mean not less than the minimum support 
price, do you not? 

Senator ELtenper. No. It would have to be 75 percent. 

Mr. Loos. It could not be less than 75 percent. That is what | 
intended to say, Senator. The 75 percent is the minimum. Wher 
you said he could not escape, I thought you meant he could not go 
below the 75 percent. 

Senator ELLENDER. Let me put it this way: Would he not under 
the law be obligated to make it 75 percent of parity? 

Mr. Loos. No, sir. 

Senator ELtenpER. Why not? I would like to have you point that 
out tome. You understood the question as to amounts? 

Mr. Loos. Yes, sir. 

Senator ELLENpER. We are going to have on hand, on August 
of this year, 9,600,000 bales of cotton. I said, assuming that 
take off the market, by virtue of this set-aside order, the maximu! 
number of bales—that is 4 million bales—-that would leave 5,600,000 
bales. Assuming further that we have a normal crop with a surplus 
that would add to this carryover of say 3 million bales, what is ther 
in the law that would give the Secretary the right or the authorit 
except in an emergency, to grant a support price greater than 75 
percent of parity? 

Mr. Loos. If you will turn to page 6 of this comparative print w 
have there set out the present; no; that is not it. The cotton 
schedule 

Senator ELLENDER. It reads 130 percent; does it not? 

Mr. The cotton schedule shown in section 101 (b) of 






































Loos. 
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1949 act starts out with 108 percent of normal supply. The price- 
support level is 90 percent. If supply is more than 130 percent then 
the minimum-price-support level is 75 percent. 

Senator ELLenper. Then he cannot escape it. The support price 
cannot be greater than 75 percent. 

Mr. Loos. Yes; it can be. 

Senator ELLenpER. Let us see how. 

Mr. Loos. I tried to make it clear that this 75 percent is a mini- 
mum. He can, taking into consideration the eight factors specified 
in section 401, go above the minimum if he sees fit todo so. Leaving 
that out of it, what would be the minimum under your set of figures 
If we have 9,600,000 bales carryover 

Senator ELtenper. Take off four. 

Mr. Loos. And if we take off 4 million, that would be 5,600,000. 

Senator ELLENpER. Then add 3 million. That would be 8,600,000. 

Mr. Loos. That 3 million is for what? For export? 

Senator ELLENDER. No. We are forgetting about export. It is 
a surplus that is going to result from this year’s crop. 

Mr. Loos. Additional surplus? 

Senator ELLenpER. That is right. 

Mr. Loos. An additional 3 million bales would mean a production 
of —— 

Senator ELLENDER. In other words, it would give us a carryover 
of 8,600,000 bales at the end of next year. The Secretary would know 
it before he considers, even considers, proclaiming any kind of quota. 

Mr. Loos. I am not sure that I get the significance of your 3 
million bales, Senator. 

The CuatrMan. That is an assumption; is it not, Senator Ellender? 

Senator ELLENDER. Yes; it is an assumption but I want to know 
how the law will be interpreted in the event of certain assumptions 
that are entirely possible. 

Mr. Loos. I am not sure that I get your assumed volume of 3 
million. If we have 9,600,000 bales carryover, which we anticipate, 
and we have a production of 11,500,000 estimated production for 
1954-55, and imports are negligible, then our total supply for price 
support would be 21,200,000 bales. That would be 136 percent of 
the normal supply. If we take 4 million bales off of that—you said 
4 million bales, did you not? 

Senator ELLENDER. That is what the law provides, yes. 

Mr. Loos. If we take 4 million bales off of that, that would make 
the total supply 15,300,000 for the purpose of price support, and 
15,300,000 would be only 98 percent of the normal supply, and there- 
fore the 90-percent support would be the minimum under this schedule 
in section 101 (b). If that were 3 million bales more, then we would 
have 16,300,000 bales, and that would be 104% percent of the normal 
supply, and that is still less than 108, and therefore the 90-percent 
support would still apply. 

Senator ELtenper. So that it is your judgment that if the Congress 
would enact this law as is being proposed, if the examples I have just 
given you come to pass, the cotton farmers of this country will obtain 
90 percent of parity. 

Mr. Loos. Yes, sir; that will be the support level on the assumptions 
you have made. 
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(Discussion off the record.) 


The CHAIRMAN. 


Jack on the record. 


Senator E.utenper. I just want that in the record. 
interpretation of it? 
Mr. Loos. Yes, sir. 
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That is 


Mr. Loos. What I attempted to say, Senator, was that if we ca 


out with a total supply for price-support purposes of 16,300,000 bal 
that would be 104 percent of the normal supply. 


Under 104 percent of the normal supply 90 percent support wo 


You are bound to come out 


Mr. Thompson suggests that perhaps on the assumptio 
you made we would not come out at 16,300,000 bales; we might co 
out with something more than that. 
Senator ELLENDER. 
that 


with more tl 


Mr. Loos. That is why I say I should not attempt to explain t) 


Senator Tuye. 


Mr 


Loos 


things because I do not know they way these estimates of supply 
demand and consumption and so forth fit into the picture. 

How much more? 

All I can say is that, if you come out to something | 
than 108 percent of normal supply by excluding the setaside in yo 
calculation, then you have 90 percent as a minimum price-suppo 


level. 


If you come out with something above 108 percent then, depend 


Senator ELLENDER 
domestic needs plus export. 


Mr. Loos 


ar for which the 

Senator ELLENDER. 

Mr. Loos (continuing 

‘ar, plus 30 percent, too. 

Senator ELLenper. That is the normal supply? 
Fea. al 


Senator ELLENDER. 


Mr. Loos 


Mr. Loos 


luce it to 75. 


Sir. 


ELLENDER. You 
do the same thing he did for the dairy people. 
I do not know that, Senator. 
not know, among many other things that I do not know. 

Senator Ettenper. I am taking for granted that the cotton peopl 
the wheat people, and corn people will not be treated any more kindly 
than have the dairy people been treated. 


That as I recall it 


Plus export? 


If the amount of cotton on hand, as I un 
stand this change, is 30 percent over that, the Secretary would 
obligated to reduce the support price to 75 percent of parity. 

He would not bi 


know 


Senator EL.uenperR. When you speal 
mean in accord with the law 
Mr. Loos. Yes, sir 


what 


of normal supply 
that is now on the statute books? 


mi 


I think in the case of the normal supply of cotto 
means the estimated domestic consumption of cotton for the 
normal supply is being determined 


Plus the exports for the sami 


he 


on where it is in relation to this table, you get the correspond 
figure. 
For example, if you come out with a total supply, that is 120 perce: 
of normal supply, your minimum price-support level would bi 
percent, and then the Secretary could fix it at any figure between 
and 90 that in his discretion he saw fit to do. 


do 


estimate ol 


ans an 


market 


market 


obligated, he would be authorized 


do. He 


would 


That is the thing Id 


woul 
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Mr. Loos. As I pointed out yesterday, there is a distinction. 
The Secretary does have authority under the law to go above the 


minimum. 

Senator ELtenper. He can make it 100 percent of parity during 
an emergency. I know that. I am talking about the practical 
effects of this thing, the idea to get rid of surpluses, the idea to .nake 
it so that the farmer will get parity, 100 percent of parity, at the mar- 
ket price, and the way that can be accomplished in my mind is to 
discourage production, by putting the support price lower and lower 
and lower. And that is what is going to happen 

| grant you that, if that is put over, in a period of 4 or 5 or 6 years 
the farmers will get 100 percent of parity at the market place, but in 
the meantime the most of them will go broke. 

Mr. Loos. What I want to point out is the distinction between 
dairy and cotton. Dairy has one criterion with no discretion to go 
above the minimum unless he can determine that it is necessary to 
maintain an adequate supply of milk and its products. 

Senator E.uenperR. Mr. Chairman, I am sorry to have gone off 
the track again. 

Mr. Loos. That will shorten the discussion when we come to that. 

Senator ELLENDER. I presume it might be better to go on with that. 

The CHAIRMAN. Senator Young? 

Senator Youna. We have the computation on cotton. Can we 
have it on wheat? 

Mr. Loos. Yes, sir. We can try. 

Senator YounG. Suppose we have a 1-billion-bushel crop this year 
with the amount of acres allowed to be seeded. That would be about 
in line with our past production record. A 1-billion-bushel crop with 
an expected carryover of 850 million bushels. 

Mr. Loos. You are talking now of next year or the present year? 

Senator Younae. Next year. 

Mr. Loos. The figures that I have here, the carryover is indicated 
at 830 million bushels. 

Senator Youna. And with the crop yield of 1 billion bushels this 
year 

Mr. Loos. The estimate for next year is a production of 975 million 
bushels. 

Senator Youna. Make it that, then. And a set-aside of 400 million 
bushels, which is the minimum in this bill. 

Mr. Loos. This is getting out of my depth, Senator. I am talking 
about 1954-55. Is that what you are talking about? 

Senator Youna. Yes, next year. 

Mr. Loos. When you say next year, you mean the crop that will 
be harvested in 1955? 

Senator Youna. Yes, the one to be seeded starting in July. 

Senator Toye. Why don’t you take 1954? 

The CHarrMan. The 1954 crop has already been programed. 

Mr. Loos. We have the figures in on 1954-55. Of course price 
support is mandatory for that year. But assuming it were not a 
mandatory provision, we would come out with 1,851 million total 
supply for price-support purposes. 

Lf we take 400 million off of that 

Senator Toys. Four hundred is your minimum. You could go to 
500 million. 
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Senator Youna. Figure botb 400 million and 500 million. 
The Cuarrman. Mr. Thompson? 
















STATEMENT OF J. MURRAY THOMPSON, DIRECTOR, PRICE DIVI. 
SION, COMMODITY STABILIZATION SERVICE, UNITED STATES 
DEPARTMENT OF AGRICULTURE 


Mr. THompson. I am Director of the Price Division, 
Stabilization Service. 

The CuarrmMan. Mr. Thompson, will you explain what woul 
happen to the wheat program under the assumptions which have b 
presented? 

Mr. THompson. Assuming—these are pretty close—a carryover o! 
about 840 millions bushels— 

The CuarrMaNn. That is as of July 1 of this year—1954? 

Mr. THompson. Yes, sir. Anda produc tion of 975 million bushels, 
That would give us a supply for 1954-55 of 1,815 million. 

Then assuming consumption and exports of 925 million, whic! 
about equal to consumption and exports for year, we would com 
a carryover July 1, 1955, of 890 million bushels. 

Assuming we have marketing quotas and acreage allotments 
1955, that would come to the minimum of 55 million acres. Assumir 
normal yields that would give an estimated production in 1955 
850 million bushels, which would give a total supply of 1,743 mil 
for 1955. 

If you take 300 million in the setaside, you would have 1,340 
million for price-support purposes, which would give you a supply 
percentage of 126, which would give you 77 percent of parity as tl 
minimum. 

Senator Youne. When did you use the 300 million bushel setaside? 

Mr. THompson. I mean 400 million. If you take a 500 million set 
aside it would come out to 82 percent of parity. 

Senator ELLeENDER. That is a minimum of 55 million acres for 19! 

Mr. THompson. Yes, sir. 

Senator Scnorpre.. Might I ask this question at this time? M1: 
Thompson, did you have anything to do with the preparation of th 
letter to Senator Williams on February 17 with reference to this 
matter? 

I recognize that Under Secretary Morse is not here. Maybe | 
should direct this question to him. In view of your answers to those 
questions, in this letter it said “If 400 million bushels of wheat ar 
set aside the minimum level of price support would be about $1.9! 
per bushel, or 77 percent of parity for the 1955 crop.”’ 

Mr. Tuompson. That is correct, and that is in agreement with what 
I just gave. 

Senator ScnHorpre.. I want to be sure. 

“‘ And if a reserve of 500 million bushels is established, the minimum 
support level would be about $2.03 or 82 percent of parity.” 

Mr. THompson. That is in agreement, too. 

Senator ScnorpreL. “Then the minimum support level in terms of 
percent of parity would be slightly higher in 1956 than in 1955.”’ 

Do you agree with that? 

Mr. THOMPSON. Yes, sir, 
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Senator ScHorpre.. “But the dollar and cents level would be about 
the same since parity would be lower due to the transitional features 
recommended by the President.” 

What transitional features do you take into consideration when you 
agree with that compilation? 

Mr. THompson. That is the transitional feature which says that— 
it is in this bill introduced by Senator Aiken and was also recom- 
mended in the President’s message—that the transitional parity begins 
to apply on wheat in January 1956, which would drop the parity price 
5 perce nt. 

That approximately counterbalances the increase in the minimum 
price support as a percent of parity. Actually I have the dollars and 
cents figure here which is a rough estimate for a 500 million bushel 
set-aside. You understand that you have to make assumptions re- 

garding yields and disappearance in order to put anything down on 
this table. 

Senator ScHorepre.L. That is correct. 

The CHarrRMAN. Are you assuming any increase in exports of wheat? 

Mr. Toompson. No. We have kept domestic consumption and ex- 
ports at 925 million bushels. 

The CaarrMan. If exports of wheat were increased 100 million 
bushels, it would make a material difference in the minimum support 
level? 

Mr. THompson. That is right. 

Senator Youna. If we had a bad drought, too. 

The CHarrRMAN. Yes, if we had a short crop it would make a material 
difference. 

Mr. THompson. There are an infinite number of answers you can 
get, depending on the assumptions you make. 

The CHarrman. And depending on what answers you are looking 
for. You can find any answer you want. 

Mr. Tompson. We have tried to make what we thought were as 
reasonable assumptions regarding yields and disappearance and 
production as we could. 

The CuarrMan. That is all you can do, which is to assume normal 
conditions. 

Senator Ture. Have you taken into consideration the increase in 
population and thereby an increase in the consumption? 

Mr. TuHompson. No, we have not because in the case of wheat the 
per capita consumption has gone down about the same amount as the 
increase in population in this ¢ ountry, so that actually the total bushels 
of wheat consumed for human food in this country has been relatively 
constant for a good many years. 

It is approximately 500 million bushels or a little below. In fact, 
that is one figure I have been willing to forecast for a good many 
years bee “ause you cannot miss it very much. 

The CuatrMAN. Senator Schoeppel? 

Senator ScHorpreL. Will you complete your statement in the 
record? 

Mr. THompson. I was starting to finish in a little more detail, on 
the 1956 figures, assuming a 500 million bushel set-aside. 

Our estimates would come out with a minimum-price support of 
85 percent of parity. But when you take transitional parity into 
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consideration, which would be 5 percent lower in 1956, it comes 
with a dollars-and-cents level of $2.01. 
Senator Younc. At what point in the United States or is this tl] 
national average? 
Mr. Tuompson. That is the national average. 
The CuarrmMan. Mr. Loos, will you proceed? | 
Mr. Loos. If we may go back to section 101, this section authori 
the set-aside and I want to point out that the provisions of this s 
tion would not become operative, as we have it drawn here, until t! 
supply-percentage tables, which relate the support level of cert 
commodities to supply, become effective. 
That is accomplished by the language 
Senator ELLeENDER. What do you mean by “become effective’’? 
Mr. Loos. Become applicable. The language, Senator, is: 


rf) 





The Commodity Credit Corporation shall, as rapidly as the Secretar 
Agriculture shall determine to be practicable after the price-support sched 
prescribed by section 101 of the Agricultural Act of 1949, as amended, bec 
effective, set aside within its inventories not more than the following maxin 
quantities and not less than the following minimum quantities of agricultu 
commodities or products thereof, heretofore, or hereafter acquired by it fr 
1954 and prior years crops and production in connection with its price-sup; 
operations, 

In other words, as soon as those schedules prescribing the level of 
price supports are in operation. That would be under the present 
Jaw at the expiration of the current year. 

Senator ELttenper. You mean that supply level to which you 
referred for wheat and cotton and others? 

Mr. Loos. Yes, sir. When those become effective, then the 
Secretary is authorized to make this set-aside. But the set-asid: 
must be made out of 1954 or prior years’ crops. So that it is not 
intended to be something that is revolving and go on indefinitel 
It will have to be determined, on the basis of the supplies availabl: 
and to which Commodity Credit Corporation has title, out of the 1954 
or prior years’ crops. 

The CHartrMan. The set-aside would take effect on January | 
1955, and that would be in time to affect the minimum price-support 
level set for the 1955 crops? 

Mr. Loos. Yes, sir. Senator, we have covered that point by a 
separate provision. If Commodity Credit Corporation follows its 
usual practice of allowing commodities to remain under loan, par- 
ticularly if loans are extended for a year, then the Commodity Credit 
Corporation would not have sufficient quantities in their possession 
and with title to them to effect the set-aside or to make the set-aside | 
affect the price-support-level computation. 

So we have provided in section—— 

The CuarrMan. Does the Commodity Credit Corporation have 4 | 
million bales of cotton on hand now? 
Mr. Loos. I cannot answer that. 
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Mr. Buacn. No, sir; it has about 235,000 bales in ownership. 
There are about 1,736,000 bales of the 1952 crop under extended 
loans which will mature on July 31, 1954. There are about 6,300,000 
bales of the 1953 cotton under outstanding loans which would or- 
dinarily mature on July 31, 1954. 

The CuatrMAN. You are the budget officer of the Commodity 
Credit Corporation? 

Mr. Beacu. Yes, sir. 

Mr. Loos. To meet that situation, Senator, we have provided in 
section 105 that until such time as the commodity set-aside has been 
comple ‘ted, the Secretary may exclude from the determination and 
the computation for price-support level purposes any quantity be- 
tween the minimum and maximum that he may determine, and that 
shall be excluded from the computations of carryover for the purpose 
of determining the price-support level for the 1955 crop. 

The CuatrMAN. He can exclude that? 

Mr. Loos, So that he can exclude that from the 1955 crop whether 
it has actually been transferred to the set-aside or not. That does 
not apply in subsequent years. 

The CHatRMAN. He shall exclude some amount between the mini- 
mum and maximum amounts which may be determined by the 
Congress. 

Mr. Loos. Yes, sir. In the case of wheat he would be obligated 
to exclude at least 400 million bushels, but he could exclude additional 
amounts up to 500 million bushels. In the case of cotton he would 
be obligated to exclude in his computation 3 million bales but could 
go up to 4 million bales. 

Senator ELLENDER. In using the set-asides, that we are now talk- 
ing about, couldn’t he manipulate the amount to make the price-sup- 
port level for cotton, let’s say, 82 or 83 or 84 percent of parity? 

Mr. Loos. Whatever the range would be. 

Senator ELLENDER. He could so manipulate it, couldn’t he? 

Mr. Loos. He could make a determination within a range of 1 
million bales, if that is what you mean by manipulation. 

Senator Etutenper. That is what I am talking about. 

Mr. Loos. He could make a determination of either 3 million or 
up to 4 million and, in either event, it would result in price support 
at 90 percent of parity. 

The CHarrMan. He would have, with that leeway, an opportunity 
to see whether the export promotion program was working and, if so, 
to what extent, would he not? He would also have the opportunity to 
see whether the Congress approves the Schoeppel bill and the possible 
effect which that might have on exports. 

Mr. Loos. Yes, sir, that is correct. 

Senator ELLENpDER. Mr. Thompson says whether it was 3 million 
bales or 4 million bales, on the basis of their figures, it would still be 
90 percent. 

Senator ELLenperR. Assuming that this law is put into effect—as I 
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understand it the main reason for it is to try to get rid of some of 
these surpluses—how do you expect to accomplish that? 

Mr. Loos. Getting rid of surpluses? 

Senator ELitenper. Is it based on a possible giveaway program o 
is it proposed that we sell some of these products at a greatly reduced 
price to get rid of them? 

Mr. Loos. Section 103 provides the methods by which disposal may 
be made. 

Senator ELtenprer. Those are the methods that are now contem- 
plated, aren’t they? 

Mr. Loos. Yes, sir. The methods as now contemplated are set 
forth in seven separately numbered paragraphs in section 103. 

Senator ELLenpER. You mean the ways in which the Commodity 
Credit Corporation shall proceed to dispose of these set-aside commodi- 
ties? 

Mr. Loos. That is correct. I can take those up now if you wish, 
or shall I wait until I come to them? 

The Cuarrman. You have almost reached that. 

Mr. Loos. I have a couple of other things to say about section 101 

The Cuairman. All right. 

Mr. Loos. Section 101, by providing the minimum and maximum 
quantities on wheat and cotton, assures interested groups that not 
less than minimum quantities are required to be included within the 
set-aside, while at the same time it makes it possible to include larger 
quantities of those commodities at the discretion of the Secretary as 
he may consider feasible. 

He cannot place in the set-aside any commodity other than those 
commodities that are named in the bill. I have here a table that I 
would like to distribute showing inventory values and the like. This 
table may be of help in considering this section and the subsequent 
section, section 102, which provides a limit of $2.5 billion on the aggre- 
gate value of the set-aside. 

The maximum set-aside is shown in the middle group of columns 
of this table. 

Assuming the use of the maximum quantities, the values are shown. 
They add up to a total as of January 1, 1954 of $2,312 million; as of 
January 1, 1955, $2,431 million. 

So that the maximum quantities provided in the bill are within 
the aggregate overall limit of $2.5 billion. 

The difference between the two values is due to the additional 
carrying charges that might accrue. The investment value to be 
used in determining the $2.5 billion limit is the investment value 
at the time the commodities are transferred to the set-aside. 

If any carrying charges accrue subsequently they will not be added 
to the value for the purpose of determining the limit but will be treated 
as other Commodity Credit Corporation carrying charges. 

Senator Youne. How much wheat does the Commodity Credit 
Corporation own now that could be set aside? 

Mr. Loos. Somebody else will have to answer that. 

The CuarrmMan. Mr. Beach? 

Mr. Beacu. The Corporation owns something over 400 million 
bushels of wheat. 

Senator Younc. That is close enough. 
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Mr. Beacu. The figure as of February 24 was a total of 436,105,000 
bushels. 

The CHArRMAN. In the event there should be a nationwide drought 
or an outbreak of war, is there anything in here that would relieve 
the Commodity Credit Corporation from setting aside commodities 
which they might not have? 

It is unlikely that there will be such conditions. 

Mr. Loos. He cannot set aside commodities he does not have 
Commidity Credit Corporation must have title to commodities 
before they can set aside. 

The CHarrMAN. It says Commodity Credit must set aside within 
its inventories not more than the following maximum quantities and 
not less than the following minimum quantities. 

Mr. Loos. That phrase “within its inventories” is limiting. 

The CuarrMan. That is not intended to require him to do some- 
thing which is completely impossible to do. 

Senator Youna. It might be possible in some years with a bad 
drought, for example, not to set aside all the CCC had, even though 
it is less than 400 million bushels. Is there an excape clause like 
that? 

Mr. Loos. No, sir, there is not. There is in the disposition 
provision a clause that if at any time the price levels, the market price 
levels, reach 105 percent of parity, then the Secretary is authorized 
oe at the direction of the Frenidlent, out of the set-aside in the 
domestic market at a price not less th: 5 per t of the then 
existing parity. 

The CHarRMAN, It is entirely possible that if the Secretary permits 
cotton growers to continue their old crop under the loan after August 
| instead of turning it over to the CCC, cotton growers might choose 
to continue their holdings under the loan. In that event, one of the 
major purposes of the proposal, which is to prevent that carryover 
from depressing the market, might be impossible to achieve, wouldn’t 
it? 

Mr. Loos. That is true, Senator, and we contemplate that will 
perhaps shorten the time that might otherwise be allowed on the loan 
The loan could be extended, I believe, for 1 year, couldn’t it? 

Mr. THompson. Yes. For minimum price supports for the 1955 
crops, this bill provides authority to exclude the amount even though 
it is not yet actually in the set-aside inventory. But then for the 
subsequent year the Commodity Credit Corporation would have to 
ake title in time to place it in the set-aside before the computation 
for price-support level is made. 

Senator ELLENDER. What effect do you think it would have on the 
price of cotton if the farmers held it and there was not a sufficient sum 
on hand to make up the minimum and maximum provided in the law? 

Mr. Loos. I do not understand that, Senator, 

The CuHarrMan. That is what I was trying to find out, Senator 
Ellender. 

SENATOR ELLENDER. Wouldn’t the farmer be prone to let the 
Commodity Credit Corporation take title? 

Mr. Loos. I think so. 

Senator ELLENDER. There is no question about that 

Mr. Loos. And the Commodity Credit Corporation is authorized 
to call the loans even before their maturity, I believe. 
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Senator ELLenpEeR. The reason why he would want to do that 
if he permits the cotton to pile up and then produces more on top of 
that, it is bound to depress the price. 
Mr. Loos. That is true. I would think there would be prompt 
exercise of the authority. 
Senator ELLenper. It would be to his advantage to do it. ct 
Mr. Loos. Yes, sir. l 
The Cuarrman. He will just have to use his own judgment as to 
whether it would pay him to continue under the loan or turn th 
cotton over. \ 
Senator Thye? S 
Senator THye. There was one statement of the Solicitor, that th 
Department had the authority to call the loan. You just made that 









































statement. Q 
Mr. Loos. I was getting out of my depth again. 
Senator Tyg. | want to be sure that I know what you mean by I 


that statement. 
Mr. Loos. I understand that under the price-support program 
although the loan may be extended for a year, the Commodity Credit 
Corporation could call the loan before its maturity. { 
Senator Tuys. In the event the commodity rose above the actual 
loan value or the loan that had been granted on the commodity? 
Mr. Loos. Of course when they call the loan, the farmer has still : 
the opportunity to pay the loan instead of turning in the cotton. 
Senator Toye. The question in my mind is, What would be th 
situation that would bring about the Secretary’s calling the loan? 
Would he do it just on his own discretion or would there be certain 
factors that have come into the price of it that would justify him to 
call the loan? 
Mr. Loos. I am sure there would be—— 
Senator Ture. You are the Solicitor. 
Mr. Loos. I do not know; all I can say is what the authority is 
I am afraid I had better not try to say under what conditions he 
would exercise the authority. 
Senator Ture. Is that the authority now? 
Mr. Loos. Yes, sir. 
Senator Turse. Has it ever been exercised? 
Mr. Loos. I do not know. I am advised it has not been used very 
much. 
Senator Youna. Will the Senator yield? 
Senator Ture. Yes. 
The CHAIRMAN. Senator Young? 
Senator Youna. I think the Secretary is calling in some loans now 
on wheat in my area to give farmers a little room to clean grain. They 
are calling in some loans. 
Senator Turse. That would be at the request of the producer even 
though the loan was not at the maturity date. The producer might 
request it for reasons of giving himself space and so forth, or because 
of a leaky granary or a dangerous condition in the granary. 
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| was trying to get the record clear as to whether there was some 
factor within the price range that would bring about the action on 
the part of the Secretary to call these loans in order to get some of 
this wheat either into the current market or otherwise. 

Mr. Loos. Senator Thye, I cannot answer what factors might 
cause a calling of loans. I have been informed if there have been 
loans called they are very few. I am sure there would be no calling 
of loans unless it was to the advantage of the farmer to do so. 

Senator Ture. That is what I wanted to get on the record. I 
wanted to make certain that there was not some factor here that the 
Secretary could just come in and say “I want this loan either paid 
up or the commodity delivered.’ 

[ wanted to be certain that there was no arbitrary and discretionary 
action permissible for the Secretary to take. 

Mr. Loos. I am sure that he would not take any arbitrary action. 
I think the authority does exist in all of the loan programs. 

Senator Tuye. I know if a granary is going out of condition or if 
the grain is going out of condition, yes, they can call it then. But if 
the granary condition is proper and if the grain quality is proper, 
then I wondered whether the Secretary has the discretionary author- 
ization to call that loan before its maturity. 

Mr. Loos. I think he has that discretion but I am sure it would 
not be exercised except in the interests of the farmer. 

Senator Toyz. Thank you, Mr. Chairman. 

The CHarRMAN. Senator Mundt? 

Senator Munpt. Mr. Loos, I notice in each of your figures the 
estimated value for these products at January 1, 1955, is higher than 
its actual value on January 1, 1954. On what do you base that? 

Mr. Loos. That is due to the increase in investment due to the 
carrying charges. 

Senator Munpt. I think it might be well, Mr. Chairman, to have 
at this point in the record, unless we have it as a result of our previous 
requests for the information—if we do have it from the Department 
of Agriculture I have not seen it—we have great discrepancies around 
the country on figures being quoted by various authorities as to the 
cost of the present program in actual terms of what it has cost the 
taxpayer in money. 

We are talking about budgeting $2,500,000,000 worth of commodi- 
ties into this set-aside fund. I am wondering how that figure, for 
example, compares with the total cost of the present price-support 
program as far as net loss to the Government is concerned. 

The CHairMAN. Senator Mundt, when that matter came up about 
6 weeks ago, I asked the Secretary to get a breakdown of those figures. 
I think you asked for it, too. 

Senator Munpr. That is correct. 

The Cuairman. That breakdown was received a couple of days 
ago. I inserted it in the record yesterday and it shows the costs. It 
is in the record. 
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Senator Munpr. Does that give the costs by each commodity? 
The CHarrman. By each commodity. It begins with almond 
think, and ends with wool, listing about 100 commodities. It a! 
shows the discrepancy in the REA figures which have been mad 
public; it shows how those figures were determined. One is or 

realized cost basis and the other on an accrual basis. 

It gives a great deal of the information which I think has by 
requested. It shows receipts from processing taxes which have go: 
toward payment of these programs. 

The tables contain a lot of material. 

Senator ELtenpER. Mr. Chairman, I have not had a chance 
look at the data to which you are now referring. I am wonde 
if it is different from the information that we now have in the reco. 
that was put into the record at my instance. That table she 
that the entire amount of losses from October of 1933 to June 30 
1953, a period of 20 years, on basics, the entire loss was less t! 
$2 million. 

The CuatrMan, It gives a complete breakdown. . The figures 
the basics are somewhat different than those contained in an ear! 
computation which was made. I have asked the Department 
enough copies of these charts for each member of the committee 
we ought to get them some time today. 

Senator ELLENpDER. To continue on nonbasic crops plus the ba 
the entire loss over that same pe riod was about $1,100 million 

The Cuarrman. I think that the total cost of all farm-support p 
rrams, from 1932 to 1953, inclusive, over a period of 22 vears, was 
$9 billion, of which $2 billion was accounted for by processing t 

Those are rough figures. In any case there is a breakdown of « 
commodity showing from what source the funds came and how th: 
were handled 

Senator Ture. It is too bad we do not have that record here n 
because now again we are talking about $9 billion and the record tl 
I carry in mind shows that we lost about $20 million on butter 
dairy supports, and only $20 million 

Senator Ettenper. And the record that I am carrying shows 
profit on cotton of almost $269 million. Who is right? 

Senator Ture. I wish we had the chart here because I know ho 
shocked I was 
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The CuHarrRMAN. I do not think the charts should enter into the 
consideration of this legislation particularly because even if the pro- 
cram cost $9 billion, which the latest figures show, that was less than 
$500 million a year and it was an excellent investment. Can’t we all 
agree upon that? 

The Commodity Credit Corporation was not an agency set up to 
make a profit for the Government. We never e xpected it would be a 
profit-making agency. You will find, in the case of cotton, exactly 
what types of programs there were and what each cost. 

In the case of wheat, you will find it is broken down between the 
International Wheat Agreement and all other programs which affect 
the price of wheat. 

The total figures, you may recall, in an earlier chart brought up 
here some 6 weeks ago, showed about $7% billion total loss. That is 
for price and income programs. That did not allow for the $2 billion 
in processing taxes. 

Senator Youna. And consumer subsidies? 

The CuarrmMan. No; consumer subsidies of the war period are not 
included, as I understand. 

Senator Youna. And the International Wheat Agreement is? 

The CuarrMan. The International Wheat Agres ement is included. 
We can argue just as long as we want to as to w this should be 
charged up to an agricultural program, charged 
program, or charged up to an international reli £ program. We will 
never get an absolutely correct answer in my opinion and certainly 
we will never get an absolutely woanimous opinion as to where these 
costs should have been charged. 

I have submitted these charts. Each one of you will have them 
some time before tonight, I think. I have asked the Department to 
prepare enough for everybody. Then you can go over them, pick all 
the flaws you want to in them, add as much more expense as you want, 
or give as much more credit as you desire. 
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RELATIONSHIP OF REALIZED Costs TO STATEMENTS oF AccRUED INcom 
AND EXPENSES FOR NONCORPORATE LENDING PROGRAMS 


The financial aspects of the noncorporate lending programs of the Rural | 
trification Administration and the Farmers’ Home Administration, which 
reported on this statement on a realized cost basis, are also susceptible of be 
reported on an accrued income and expense basis. Records for these progra 
are maintained and reports are made on the accrued basis pursuant to regulati 
covering business-type Government operations. To illustrate the differenc: 
involved in these two concepts the following tabulation, using the REA as a 
example, shows the results, from the beginning of the REA programs throug! 
fiscal year 1953, on the accrual basis compared with the realized costs refle 
in this statement. 


Lending operations of REA from inception to June 30, 1953 


[Millions of dollars] 


Accrued in- 
come and 
expense basi 


Interest income....._.- ; ‘ 234 
Expense 
Interest expense ; 185. § 
Provision for possible losses on loans... . ‘ ‘ 2. £ 


Net income...... 
Net expense 





The principal differences in the two bases are as follows: 

(1) Interest income: The accrual basis includes interest earned but not col 
lected. A substantial part of the difference is due to the inclusion on the accrua 
basis of interest deferred under the law during the first 5 vears of a loan but pr 
erly accounted for as accrued interest earned although it is not due or payal 
The realized cost basis includes actual collections of interest. 

(2) Interest expense: The accrual basis includes only the interest actua 
charged to REA on funds borrowed from RFC (in the earlier years) and from thi 
Treasury, under borrowing authorizations provided by Congress. The realiz 
cost basis includes as interest expense the amount resulting from applying to t 
average total of loans outstanding in each vear the average interest rate paid | 
the Government for the funds it borrowed in that year. 

(3) Provision for possible losses on loans: The accrual basis includes project: 
or anticipated losses based on the best estimate that could be made at the end 
the fiscal year 1953. The realized cost basis, which takes into account o1 
those costs that have actually come about, does not include any anticipat« 
losses on loans. 
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Almonds 
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Butter 


dairy products 


‘auliflower 


Celery 


( 
Cs 
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Cheese... 
Cherries 


3 (juice and salad 


See footnotes at end of table. 
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Senator ELLENDER. What is confusing to all of you, I know 
in particular, is that when Mr. Benson first appeared here in Jar 
he produced a chart that showed a loss of $16 billion. Now you |} 
reduced it to $7 billion. What will it be next week? 

The CHarrMan. The chart which Mr. Benson brought up 
showed a cost of $7% billion on price and income programs at 
time. I believe it showed all farm programs amounted to $16 bi 

Senator ELLENpER. He also brought a chart, Mr. Chairman, t! 
showed exactly what I have just said, an actual loss of $1,100 mil 
I have it in my office. I have been talking over the radio about 
I guess I will have to revise my figures. 

Senator Youna. I inserted it in the record. 

Senator ELLenpeER. I sent it out. Where did I get my figw 
From the Department. They produced them, I didn’t. I cam 
understand that kind of manipulation. I say it is manipulati 

Senator Munpt. May we have a breakdown for purposes of cla: 
rather than to arrive at our individual conclusion on what is a 
complicated and comprehensive chart? Would it not be a good id 
to have Mr. Loos who is now testifying in terms of a figure of $2 
million set aside, to put in for these same products that are listed o1 
page 1 wheat, upland cotton, cottonseed oil, butter, nonfat m 
solids and cheese. If those are the products to be set aside, co. 
he not stipulate for each of those what the net cost of the price-support 
program has been? 

The CuarrMan. Those are set aside. I do recall that the total cost 
of all dairy-support programs for the 22 years amounted to almost 
exactly $300 million. 

Senator Munpt. What I am trying to find is some comparab| 
basis of figures. Here we have $2,500 million which would be invested 
by these funds. That will not all be lost, it is not all expense, it will be 
invested, subject to attrition, certainly. 

The CuHarrMan. Until we approved the Commodity Credit bill the 
day before yesterday, the Commodity Credit Corporation has had to 
go on the basis of estimated losses. From now on, as I understand 
if the House approves of the amendment which the Senate put on the 
bill, they will have to figure losses only after they have actually bee 
incurred. ‘The Senator may recall, too, that the General Accounting 
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Office advised us some years ago that the books of the Commodity 
Credit Corporation were in such shape that it was simply impossible 
to audit them. 

Senator Munpr. Mr. Loos, may I direct a question to you to make 
sure that the Senator from Louisiana and the Senator from South 
Dakota have the same facts after we look at the chart. — it be 
possible for you, sir, to put in the record at this point, on wheat, the 
total net loss or net gain to the Government year by year on its ts e- 
support program of wheat from the beginning up to the latest date 
that you have? 

Mr. Loos. I think that can be done; yes, sir. 

The CHAIRMAN. Senator Mundt, would you like these charts in- 
serted in the record? They have the answer to your question, not 
only for wheat but every other commodity. 

Senator Munpr. I would also like to have commodity by com- 
modity supplemented by that, on the authority of Mr. Loos. 

Mr. Loos. My authority may not be very good, but I will get some 
authority that will be. 

Senator Munpr. Will you do that for wheat, upland cotton, cotton- 
seed oil, butter, nonfat dry milk solids, and cheese, so we have a 
comparable basis? 

Mr. Loos. Year by year? 

Senator Munpr. Yes. On some years you may show a profit and 
other years a loss. 

Mr. Loos. I think that is available. 

Senator Munpr. That will be helpful. 

Mr. Loos. I am told it is not available year by year, but it is 
available for certain periods. 

Mr. Bracn. It is available, year by year, for the years since the 
war, but, prior to the war, we do not have the information so that 
we can break down the operating results for the CCC by years. We 
can give it to you by years for the entire period since the war, and for 
specified periods before that time. 

Senator Munpr. Make it year by year insofar as you have the 
figures year by year and total the rest. 

(The information requested is as follows 
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Senator ELLENDER. Senator Mundt, under date of January 29 
| placed in the record—it appears on page 964—a chart that I obtained 
from the Department of Agriculture, on request. What does it 
show? ‘Price Support Program’’—that is the way it is entitled, 
on the basics, which includes corn, cotton, peanuts, rice, tobacco and 
wheat—‘“the losses through June 30, 1953, were $20,720,931.”’ That 
was furnished by the Commodity Credit Corporation 

On the same chart “Losses on the total price support”? which in- 
cludes basics and nonbasics, $1,110,136,889. When he makes 
this chart up, I would like him to look at this. Keep that in mind, 
please, because those are figures that were given to this committee 
upop my request after this other chart which indicated losses of 
$16,214.7 million was placed in the record by the Secretary of Agri- 
culture. Evidently somebody is wrong. Why these figures are 
being raised every now and then I don’t know. I have said on the 
Senate floor and I repeat now, it looks like it is being done to kind of 
blacken this program, to make it as bad looking as possible, so that 
this fine flexible program can be put into effect, or placed on the 
statute books. 

Senator Munprt. I happen to be one of the fellows to whom the 
words “chart”? and ‘Chinese puzzle’? are synonymous. I would 
like to have them set up in language that I can understand. I 
sometimes think the words are synonymous to the people who prepare 
them because they confuse as well as clarify. If you can answer that 
direct question we will have a comparable figure, which leads to my 
next question. 

Mr. Loos. Before you go on, may I make a comment? 

Senator Munpr. Surely. 

Mr. Loos. I may be risking getting beyond my depth again, but 
| think that the $16 billion to which you refer, Senator Ellender, 
represented the total cost of all operations of the Department, not 
only price support programs and other programs, soil conservation 
programs, REA, everything 

Senator ELLeNDER. Flood control? 

Mr. Loos. Including the operation of the Department. 

Senator ELLenpgeR. And REA losses. 

Senator Turn. It included losses at sea of lend-lease materials going 
from the Commodity Credit Corporation to the countries that we 
were allied with during World War II, did it not? 

Mr. Loos. I am not sure about that, Senator. 

Senator Tuyz. I would like to see that figure because somewhere 
along the line someone had to be charged with the grain that was lost 
in vessels torpedoed at sea during World War II. 

Mr. Loos. If that was charged toward the Department of Agricul- 
ture appropriation, it would be in the detail. That represented all 
appropriations for every purpose, operation and everything else. 

Senator Turn. As long as we are trying to analyze and digest these 
figures to get the absolute facts, we had better get down and try to 
find out if some of this grain had not been charged to the Commodity 
Credit Corporatioa and the farm program that had been lost at sea 
in vessels loaded with grains going out under lend-lease to foreign 
countries. 

Senator ELutenper. I found it very strange, and I am sure many 
members of this committee found it strange, to note that the subject 
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that we were discussing was price supports. I think it is apropos | 
show to this committee the losses, if any, that were sustained because 
of price supports. But when you come in and bring all these other 
things, I say it was done with no other purpose than to mislead the 
American people as to the manner and method by which the price 
program was being operated. In other words, it was to make 
conform—— 

The CuatrMan. I disagree. 

Senator ELuenper. It was to make it conform with the charge made 
by Mr. Benson in his talk before us that if these great losses, immens 
losses were continued, the consuming public would not only demand 
a revision of the law, but an annulment of it. That is what he said 
in that. Of course I can well understand, I believe, that his idea 
was to paint the picture as black as the blackest kind of ink. 

The CuHarrMan, I disagree with the Senator from Louisiana as to 
the motives. But if the motive was to mislead the public, he ce: 
tainly had plenty of excellent precedents. I think if you examine 
that chart you will find the answers to many questions which have 
been raised. 

Replying to Senator Thye’s question, this is broken down as 
yrograms primarily for wartime defense and other special needs 
Vartime consumer subsidies amounted to about $2 billion. It is 
broken down as to the school-lunch program and other programs 
So I hope you will read this carefully. You will get an answer to a 
lot of questions which you have asked. You will get the big charts 
just as soon as I can get extra ones from the Department. 

Senator Munpt. Everybody has participated on Mr. Loos’ time 
I will vield to him. 

The Cuarrman. We might yield to the witness. 

Mr. Loos. I might say, Mr. Chairman, that I am sure there was 
no intent on the part of the Department to mislead anybody by these 
tables. They are very complicated and they do contain a great array 
of figures. I am sure the purpose of the Department was simply to 
make available to this committee and to the public all of the facts, 
not only of the costs of the programs relating to price support, but 
all other programs and all other operations. 

In other words, to give an accounting for all appropriations that have 
been expended or charged to the Department of Agriculture for all of 
these years. If it was interpreted by anyone as suggesting that price- 
support programs cost $16 billion, of course that was very unfortunate 
and certainly not the intention on the part of anyone in the Depart- 
ment, as far as Iam aware. And I am sure it was not the intention 
of the Secretary. 

Senator Youne. That was the story carried by many leading pub- 
lications. 

The CHarrMAN. That is true. 

Mr. Loos. It is very unfortunate it was so carried because I am 
certain it was not a correct statement of facts. 

Senator Exuenver. Mr. Loos, you are a good lawyer. You were 
presented with the table I have just given you. If I were to ask you 
to look at this chart, what would you find to be the actual loss to the 
Government as a result of the price-support program? You would 
reach the same conclusion as I, I am sure. 
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\fr. Loos. That is right, Senator. 

Senator ELLENDER. That is right. 

Mr. Loos. I have used that same figure myself. 

Senator ELLenpDeER. Those are the figures that I have given out to 
the public. And the subject for discussion here today is losses on the 
price-support program. You are coming here and saying that we 
want to ¢c ‘hange it because of those losses. 

Mr. Loos. ‘T haven’t said that. 

Senator ELLeNDER. You haven’t, but that is the purpose. 

Mr. Loos. No, Senator. I think the purpose is simply to show 
the facts. There are, in addition to what is labeled “price support 
programs” here, other programs that are related to price supports. 

Senator ELLENDER. Suppose these programs showed a huge profit. 
Do you think anybody would come here and have the temerity to 
change it? You would not, would you? 

Mr. Loos. If it showed a profit, [ don’t think I would. 

Senator ELLENDER. Of course you wouldn’t. The statement made 
by Secretary Benson, as I unde rstood it—and it is here in the record 
somewhere—is that it is because of these losses and the future losses 
to come that we want to change it, that we well have to, and if we 
don’t, the American people are going to come here and march on 
Washington and not only try to change the law, but they will annul 
it. To me that means the losses are so great that we have to make 
a change. That is the way I interpreted it. 

Mr. Loos. I haven’t interpreted it that way myself, Senator. I 
do think that the losses have been referred to but certainly it was 
never the intention of the Secretary nor anyone in the Department 
to suggest that the losses on price-support programs totaled $16 
billion. 

Senator ELLENDER. What would be the purpose of the Secretary of 
Agriculture coming before this committee and showing a loss of $99 
million on REA when an agency in his own Department showed a 
profit of $45% million? I put that in the record yesterday. It is in 
the record. I used his own figures. Why should the Secretary of 
Agriculture present figures to the American people indicating a loss 
of almost $100 million on REA when another agency in his own 
Department showed a profit of $45% million? That is something I 
can’t understand and I would like to have an explanation of it from 
him or whoever is available to give it to me. 

The CHarkMan. Senator Ellender, I put the explanation of that 
situation in the Congressional Record yesterday. It is unfortunate 
that I didn’t get it in the record before you spoke because the $99 
million loss on REA programs in 18 years represented a realized loss 
up to the present time. If you include anticipated receipts and 
amounts due, which haven’t been received, the REA figures would 
show a $45 million profit. 

It is just on whether you go on a realized loss basis or on an accrual 
basis. 

Senator ELtenper. Mr. Chairman, the law provides, as you well 
know, that when an REA cooperative is organized the interest charge 
for the first 5 years is permitted to accrue. They are paid back. 
Those are not losses. 

The CuarrMan. They are payable. 
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Senator ELtenper. Of course they are. Yet the Secretary 
Agriculture proceeds to show that it is a loss. As a matter of fa 
every penny of it is going to be paid. 

The CuarrMan. The figures by both methods were inserted in 
Congressional Record yesterday as submitted to me by the Dep 
ment of Agriculture. If you use the accrual method you ha) 
$45 million gain. If you use the realized-loss method showing why 
vou stand as of today, there is a $99 million loss. 

Senator Etynenper. How can it be a realized loss when the |a 
provides that this deferred interest will be paid over? It is certai 
not a loss. 

The CuarrmMan. We have just instructed the Commodity Cy 
Corporation to go on a realized-loss basis as a result of a meeting 
certain 

Senator ELtenper. Actual 

The CHarrMaNn. That is realized. As a result of a meeting w 
certain members of the Appropriations Committee and represent 
tives of the Department of Agriculture. It probably should be m: 
plain whenever figures are submitted as to what method is being u 
to determine those figures. 

Senator Youna. I have a question. A while ago, Mr. Loos, 
said that you had been using the figures on the old chart. I an 
anxious to k.ow what kine of figures you are going to use in the futur 
Which chart will you use? 

Mr. Loos. I think, Senator, that those figures are all reconciled and 
I don’t believe that there has been any change in that $1,100 mill 
figure for the purposes for which it was first shown. 

Senator Youna. Mr. Beach is here and I have a question of hin 
Did you compile both sets of figures? 

Mr. Beacu. No, sir, I didn’t compile either. 

Senator Youne. Who did? 

Mr. Beacu. The Office of Budget and Finance of the Departme: 
compiled the overall composite picture for the Department of Agi 
culture. 

Senator ELttenper. Is that officer here? 

Mr. Beacu. No, sir. The Comptroller of the Commodity Credit 
Corporation compiles the regular monthly report on the Commodity 
Credit Corporation’s activities which contains the $1,110 million 
figure to which you refer. That figure is correct and has not beer 
changed and will never be changed for the period it covers. 

As long as it is described as being the results of CCC price support 
programs, it is absolutely correct. The difference is the fact that th: 
figure that the Department compilation shows includes that $1,110 
million along with other program activities, coming to a total large: 
than that. 

Senator YounG. The same people figure both computations? 

Mr. Beacu. The Commodity Credit Corporation has no respons 
bility for programs other than commodity stabilization programs 
The CCC statements would not reflect REA operations, for example 
The Office of Budget and Finance of the Department puts together 
the figures for the Department as a whole. The individual agencies 
prepare their own accounting reports. The figure of $1,110 million 
came from the official accounting reports of the Commodity Credit 
Corporation. 
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Senator YounGc. And those remain unchanged? 

Mr. Beacu. Those remain unchanged, yes, sir 

Mr. Loos. I might point out, if | may, Mr. Beach, that those 
ficures are all published in this publication entitled ‘Price Programs 
in the United States Department of Agriculture, Agricultural Informa- 
tion Bulletin No. 13, Revised December 1953,” at pages 67 and 68, 
and the figure that Senator Ellender mentioned of $27,720,000, and 
the $1,110 million, those figures are shown there 

Senator ELLENpDeER. If 1 were to ask you how much the support- 
price program cost the American people, what would you answer? 

Mr. Loos. I would say that these price-support programs referred 
to in this table cost $1,110 million. 

Senator ELLENDER. Certainly And that is the subject we are 
discussing Now 

Mr. Loos. Yes, sir 

Senator ELLENDER. Price-support programs 

Senator Munpr. Mr. Chairman? 

The CHAIRMAN. Senator Mundt. 

Senator Munprt. If we start out with $2.5 billion set aside, which 
is an investment the Government makes in commodities, which is 
subject to certain types of attrition, some of it to be given away, 
some of it to be sold for less than we paid for it, | am sure in caleu 
lating the basis on which you are presenting this farm program, Mr. 
Loos, your statisticians down there must have some idea as to how 
much of the $2.5 billion is going to be realized by the Government 
in cash and how much of an attrition there is going to be. I wonder 
what your educated guess is as to that? 

Mr. Loos. I don’t believe that we have gone so far as to make an 
estimate of what the losses will be. It is pretty difficult to do. 

Senator Munpr. Isn't that a pretty important part of the program? 

Mr. Loos. It is something that should be considered. 

Senator ELLENpDER. Another thing, Senator Mundt, that might be 
considered in all of this is how much more would it have cost the 
consuming public during World War II and during this little skirmish 
we had in Korea, had these commodities not accumulated. You 
know as well as I do that it would far offset these figures that were 
given by the Secretary. 

Mr. Loos. There is no doubt that there was a very distinct advan- 
tage in having those supplies at the time of the Korean war 

The CHarrMAN. We could put the question another way. What 
would the programs have cost had it not been for the skirmish in 
Korea? 

Senator ELtenver. That is right. 

The CHAtrMAN. We hope that we are working now on a peacetime 
program and that we won't be engaged in war for some time to come, 
at least that is our hope. If we are, all the programs we make for a 
peacetime program go out the window as we adopt emergency 
measures. 

Mr. Loos. In further answer to your question, Senator Mundt 

Senator Youne. Would you yield? 

Senator Munpt. I would like an answer to this question first. 
have been trying to get it for 45 minutes. Then I will yield. 

Senator Younc. I want to get something in the record at the 
right spot. 
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Senator Munpt. May I have the answer? 

Mr. Loos. The Commodity Credit Corporation now has a rese: 
for anticipated losses amounting to 24 percent of its inventories. 

Mr. Beacu. Yes, its investment in inventories. 

Mr. Loos. That is the best guess to be made today as to what t! 
future realized loss will be on inventories as of December 31, 1953 

Senator Munpr. You expect to recapture 76 percent of the $2,50 
million? 

Mr. Loos. That is not quite accurate. Twenty-four percent 
the estimate of losses that will be realized on what we have toda 
By the time we get the $2,500 million set aside, the situation might 
be different. It might be more or it might be less. 

Senator Munpr. I yield. 

The CHarrMan. Senator Young? 

Senator Youna. There has been a lot of loose talk about surplus 
It is usually directed at the present program. I think quite unfair! 
in some respects. In June 1950 Korea became a battleground. Th: 
then Secretary of Agriculture, with the history of the past war behind 
him, issued in the form of press releases, urgent appeals to farmers to 
produce more and more so that we could be adequately prepared fo 
any eventuality. This was a conservative and proper course to pursu 

On February 2, 1951, the Secretary said: 


Full production from American farmers is essential to the defense effort 


A goal of 90 million acres of corn was established for 1951. Or 
July 20, 1951, he said: 


The announced 1952 crop goals are being designed to fill all known re juire 
and to maintain or build stocks as safeguards in the defense emergency 

On November 29, 1951, goals for 1952 were announced with th 
following statement: 

A need for agricultural production in 1952, especially feed grains, is the great: 
we have ever faced. The goals we have set will challenge our product 
capacity. 

The price support levels were 90 percent of parity. Corn produ 
tion requested was 3,375 million bushels. On March 20, 1952, 
Secretary stated: 

Uniess more corn and other feed grains are planted by farmers this year thar 
indicated in yesterday’s report on farmers intentions, we will face a seri 
situation in our feed grain supplies. 


92 


As late as December 23, 1952, a goal of 3,350 million bushels was 
requested for 1953. That is corn. We asked the farmers to increas‘ 
corn production last year. The farmers complied. There is thi 
story. We have been asking farmers to increase production all th: 
time. And all of a sudden now, because farmers complied, so1 
people are crying about surpluses. I think the other side of th: 
story would be told once in a while. 

The Cuarrman. There is no question in the minds of the chairma 
but what farmers were asked to produce price-breaking surpluses in 
the previous years. Mr. Loos, had you finished section 101? 

Mr. Loos. I had finished section 101. 

The CaarrMan. Senator Thye. 

Senator Tuyr. Before we leave section 101 we ought to have 
some sort of explanation of what you proposed to do with the dairy 
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yroducts, because you had cotton and you have had wheat. You 
still have three brackets here in 101 that you haven’t given us any 
information on. 

Mr. Loos. Of course the dairy products, Senator Thye, do not 
have @ price support level computation like the wheat and cotton 
have. The commodity set-aside is of no significance in connection 
with the price support level for those commodities. However, it is 
believed that it is desirable to have them in the set-aside so they will 
be available for the methods of disposition that are specified in 
section 103 and also in the hope that, by putting them in the set- 
aside, they will be removed from the depressing effect that surpluses 
of that size have on the current market. 

Senator Tuye. I had noticed that you had listed them here and 
of course you had not shown any minimum quantities. I would lik 
to get an explanation from you as to what you anticipate, if this 
section 101 were to be put into law and become administrative, the 
support for dairy products—butter and dried milk and cheese—would 
be in view of what—the anticipated production? 

Mr. Loos. I think the inclusion in the commodity set-aside would 
have no legal effect in that it would not affect any formula specified 
by the statute. However, I do think it might have some effect in 
the Secretary’s determination of the price support level under the 
mandate of the statute because I believe that by placing them in the 
set-aside it might be appropriate for the Secretary to consider the 
situation with respect to supply and demand and prospective produc- 
tion, excluding the amounts in the set-aside from consideration. 

Senator Toye. Might I ask you this question: Assuming the sur- 
pluses and the volume that you now have in the Commodity Credit 
Corporation purchase program are the same quantities next year and 
your production is running comparable to the production of this year, 
then what would you say the Secterary would be justified in announc- 
ing as @ support-price program? 

Mr. Loos. That is a pretty large question for a fellow like me 
to answer. 

Senator Turn. No, it is not. You do not anticipate a drop in 
production? 

Mr. Loos. No. 

Senator THyr. You say that the set-aside does not necessarily 
mean that the Secretary must not take it into consideration. Am | 
right in my interpretation of your statement? 

Mr. Loos. I think so. 

Senator Toye. So the Secretary would naturally have the present 
surplus that is visible as a factor to deal with, and you say that it 
could not be set aside as you would wheat and cotton, that the Secre- 
tary might have to give consideration to it. Therefore, I must ask 
the question: If that is the case what would you guess—and I am 
only asking that you make your best forecast or guess on it—what 
would you guess the support program level to be on butter or dairy 
products? 

Mr. Loos. I think the best way I could answer your question, 
Senator, is this: that if the anticipated production were in a quan- 
tity that was clearly beyond the needs of the country, that then the 
duty of the Secretary would be to fix the price-support level at the 
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minimum permitted by the statute regardless of what might b 
hand at the date he fixed it. So that if that were the situation 
putting some of the commodities into the dairy set-aside would noj 
have any effect on his determination. However, if it could be fo: 
seen, and if the best estimate and best judgment of the Secretary on 
the basis of the advice he received from the Department was that 
the future production was in conformity with the probable demand 
and that the only thing that might make him hesitate to increase th 
price-support level was the supply on hand, then by reason of | 
fact that part of that supply was placed in the set-aside he would by 
more likely to prescribe a higher level than he would be if he did not 
have this set-aside with the dairy products in it. 

Senator Tuyr. In other words, it would be entirely at the dis 
cretion of the Secretary, and the setaside means absolutely nothing 
in dairy products? 

Mr. Loos. It means nothing in the way of a mandate of the law 
such as it does in the case of corn and wheat because, for those crops, 
there is a formula in the law to which the set-aside would apply and 
would be a command to him. 

Senator Tuyr. You, as Solicitor, would never take into consideration 
that you do not bring about a reduction in dairy production excepting 
by reducing the number of milk cows either by direct sales of matured 
dairy animals or by a lessening of the number of calves or she stock 
that you might accumulate during a given year. The Secretary must 
know that, once you have the dairy cow population, you have to 
either slaughter them on the one hand or you must cease to grow the 
heifers on the other or otherwise your production is going to remain at 
a constant level or at an increase. You have the dairy production 
now. You can only decrease that by slaughter, slaughter of dairy 
cows. ‘That is the only way you can get a decrease. 

The Secretary is not going to take into consideration or it is not 
mandatory in the act that he take into consideration the set-aside of 
the surpluses today. Therefore, the dairy producer cannot see a thing 
in the entire proposal set forth under section 101 except the bare mini 
mum permissible under the act as the price support for the dairy pro 
ducer. That would be your recommendation as Solicitor to the 
Secretary ; would it not? 

Mr. Loos. No, I do not think so, Senator, if I understand you. 

Senator Tuyr. What would you take into consideration to advis¢ 
him contrary to that? 

Mr. Loos. I think that the Secretary should take into considera- 
tion not only the existing surpluses or supplies that may be on hand 
but also the prospect, as best he can determine it, and estimate for 
the future as to production. Everyone recognizes, I am sure the 
Secretary does, that you can decrease dairy production in 5 minutes 
by putting a dairy cow on the truck to send it to the slaughter plant 
But you cannot increase it except over a period of several years to 
bring a dairy cow into production of milk. I think that is a factor 
that the Secretary must take into consideration in determining what 
price-support level on dairy products should be. I do feel that his 
determination this year was correct because of the very large supplies 
that were on hand and the indications that the large production which 


I think was figured to be 6 or 7 percent in excess of demand during 
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the past year, that that excess production would continue. As long 
as the situation is that way, I feel it is the duty of the Secretary unde 
the statute to fix the dairy products price support at the minimum. 

Senator Tuyr. Did you take into consideration, when you ad- 
vised the Secretary, that such a drastic drop in the value or the price 
of the dairy product might reduce the number of cattle to such an 
extent that 2 years from now you might have an inadequate supply? 
Mr. Loos. I am sure the Secretarv considered that factor 
Senator THyr. You are sure? Did you advise him as Solicitor as 
to what he could do in the event such a fear was visible? You 
would have the discretion there that the Secretary must try to make 
certain that there is an adequate supply at all times, and in the event 
a price went so drastically low in this period that it might jeopardize 
the number of cows on hand 2 years from now as producing animals, 
that you might have an inadequate supply and therefore your con- 
suming public would either be compelled to pay enormously or be 
deprived of the fluid milk that they justly should have. Did you 
take all of that into consideration? 

Mr. Loos. In my opinion I did not take into consideration these 
matters of fact. I simply tried to cover the scope of the facts which 
the Secretary was authorized to, and should, take into consideration. 
I did include in my opinion a reference to the proposition that he 
should not only take into consideration existing conditions but what 
he could foresee as to future developments in the way of dairy herds 
and the supply of milk. 

The CHatrRMAN. Mr. Loos, did you advise him to take into con- 
sideration the fact that within the last few years the per capita con- 
sumption of milk and its products has dropped from 812 pounds 


annually to I believe 682 pounds, and is still dropping? Would he 


have to take that into consideration, too? 

Mr. Loos. I think that is a proper factor to take into consideration, 
Mr. Chairman. I do not remember that in my opinion I referred 
specifically to that. 

The CHarrmMan. Wouldn’t that be a factor? And is it not a fact 
that if we had consumption of milk and its products today equivalent 
to what it was only a few years ago we not only would use the con 
templated 8 billion pounds surplus this year but would wind up with 
about a billion pounds short of enough to go around in this country? 
Our dairy problems can be traced I think wholly to the decreased 
per capita consumption, and that has been over 12 percent in a few 
vears’ period. The worst of it is that it is not improving 

Senator Tuye. Mr. Loos, there can be only one interpretation 
that I can take from your statement, and that is that under the 
prov ision of section 101 the Secret ir'y of Agriculture cannot set 
dairy products at any higher supports than that of 75 percent of 
parity. 

Mr. Loos. On the basis of the present situation 

Senator Ture. On the basis of what you are proposing or con 
templating in this very provision here, if you are going to have a mini- 
mum at 75 percent of parity and that is what you propose in the 
legislation that is here before us; is it not? 

Mr. Loos. We have not proposed any change in the dairy products 


provisions. 
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Senator Tuyr. Therefore, the minimum would be at 75? 

Mr. Loos. Yes, sir. 

Senator Tuy. Under your own interpretation of the intent of the 
act, it would be that the Secretary would not consider supporting 
dairy products at anything greater than 75 percent of parity? 

Mr. Loos. I would say——— 

Senator Ture. And that would be the revised formula for parity? 

Mr. Loos. I would say on the basis of the situation as it existed at 
the time the Secretary announced the 75-percent support level that 
if there had been a set-aside at that time I do not believe it would 
have affected his determination because I think that determination 
was based largely on the prospect that the production for the coming 
year would be considerably greater than the demand, and that there- 
fore it could not be said that a support price of above 75 percent was 
necessary to assure an adequate supply. However, there might be 
a situation and it might change any time, either due to increased 
consumption of milk or to decreased production, where the set-aside 
would be an important factor in the exercise by the Secretary of his 
discretion on fixing price-support levels on dairy products, because 
I believe with the set-aside he would be in a better position to increase 
the price support on the basis of future prospects of demand and 
supply being in line, even though there was a substantial carryover 
on hand, than there would be if you had that same carryover of sub- 
stantial amount and did not have any provision for set-aside. So I 
think to that extent it does have an influence. 

Senator Ture. I do not see the justification or any need to even 
refer to a set-aside in dairy products. ‘The words ‘‘set-aside”’ on dairy 
products, when it is only going to be at the discretion of the Secretary, 
have no bearing in the act as they do on corn, wheat, and cotton. 

On corn, wheat, and cotton, the set-aside has a positive weight in 
the act. Dairy products are just so many figures and just so much 
phraseology. It means absolutely nothing in the weight of the act 
as to what the Secretary shall or shall not do. Is that not true? 

Mr. Loos. It is certainly true, Senator, that it has no significance 
as to the—— 

Senator Toys. That is what I mean. You said it better than I did. 

Mr. Loos (continuing). As to the required price-support level. 

Senator Toys. Exactly. It is just so much phraseology with no 
weight or intent of weight there. 

Mr. Loos. As to the price-support level, it has no significance as a 
command to the Secretary. It does, however, give him a position to 
exercise his discretion more favorably in the interest of higher support, 
I believe, than it would if we did not have the dairy products named 
in the commodity set-aside. 

Senator Tuys. The Secretary has under the present act his good 
judgment, discretion, as to whether he goes to the minimum of 75 or 
not. He could say, in all of his good judgment that “I believe if I 
went to 75 the price might be so low that there would be a disposal of 
dairy cattle and a lessening of the number of heifers raised and there- 
fore we may jeopardize the fluid milk supply in the future, and there 
fore I must not go to the minimum.” He could do that now under the 
act if he wished to exercise his good judgment. Is that not true? 

Mr. Loos. Yes, sir. 
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Senator Tuysz. There is nothing written in section 101 but exactly 
that. So it is entirely a question of the will of the Secretary. 

The CaarrMan. Mr. Loos, doesn’t the proposed legislation give the 
Secretary or the President outlets for disposing of dairy products 
which are not presently available, provided they are put in the set- 
aside? 

Mr. Loos. Yes, indeed. My answer was confined to the price- 
support effect. I want to point out, as you have already pointed out, 
that there is an advantage in having these dairy products in the set- 
aside, first because these commodities will be available for disposition 
in these various channels in a manner that they are not now authorized 
to be disposed of. 

Senator Ture. What channels are they, Mr. Solicitor? 

Mr. Loos. That is what I would like to come to next in the discus- 
sion of section 103. 

Senator Tyr. Could you elaborate on the channels that may be 
open to the Secretary, while we are on the dairy question? 

Mr. Loos. Yes, I will do that right now. Section 103 sets forth 
seven sources for disposition of products. Those are not all equally 
applicable to dairy products, of course. Let me say by way of intro- 
duction, the permissible outlets for disposition of commodities in- 
cluded in the commodity set-aside are specified by section 103. Since 
the authority for this disposition is independent of authority to dis- 
pose of the other stocks in Commodity Credit Corvoration some of 
the permissible outlets listed here in section 103 are the same as those 
listed for the ordinary stocks. These methods are transfer for foreign- 
aid purposes, including disaster and other relief purposes outside the 
United States to the extent not inconsistent with other legislation. 
This, of course, is all subject to the direction of the President and in 
accordance with the directions that the President makes. This gives 
a general, broad authority for disposing of these commodities in the 
set-aside in foreign lands that goes far beyond any authority that we 
have now. 

Senator ELLeENpeER. That is without limitation? 

Mr. Loos. Yes, sir; without limitation. 

Senator ELLENDER. In other words, the President, if he saw fit, on 
his own authority, could give away as much as $2} billion of these 
products? 

Mr. Loos. That would be possible. 

Senator ELLENDER. Without consulting the Congress or anybody 
else? 

Mr. Loos. That would be possible under this legislation. 

Senator ScHoEPPEL. You say, Mr. Loos, that the President could 
make an absolute donation, an absolute giveaway? 

Senator ELLENDER. Yes. 

Mr. Loos. That would be possible. 

The CuatrmMan. He would be restricted by the amount available. 

Senator ELLENpDER. $2% billion. That is a nifty sum. 

Senator ScHoePPeL. Mr. Chairman, I would like to ask a question. 

The CHAIRMAN. Senator Schoeppel. 

Senator ScHOEPPEL. Is there broad enough authority in this act for 
the President or the executive department that handles the sale of 
these commodities, if they elect to sell them, to accept the currencies 
of those countries? 
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Mr. Loos. Yes, sir. And there is further broad enough authority 
for the Commodity Credit Corporation to pay expenses in connection 
with the transportation or packaging or other handling of these com 
modities. That is given by the phrase in the opening sentence of 
the section 


That such disposals may be made in accordance with the direction of the President 


We interpret that as meaning that if the President directs the trans 
portation expenses to be paid to a certain point the Commodity 
Credit Corporation may pay those expenses. If he directs that 
packaging expenses be paid, that may be done. 

The CHArRMAN. Senator Young? 

Senator YounG. The Secretary has authority at the present tims 
to dispose of surplus commodities by barter arrangements? 

Mr. Loos. Yes, sir. 

Senator Youna. Does this broaden that or change the present law 
In any way? 

Mr. Loos. Probably not. As I said at the beginning we repeated 
some of the authorizations. I do not think the barter arrangement 
is any enlargement of existing authority, neither is the donation to the 
school-lunch program. 

Senator YounaG. The barter arrangement could be expanded 
I think we should take more advantage of that. 

The CHarrMAN. Mr. Loos, in regard to the school-lunch program 
at present the President is restricted by the existing law relative to 
section 32 funds and appropriations directly for the school-lunch 
program. 

Mr. Loos. With respect to those programs that are under section 
32, of course, he is restricted by the appropriations. 

The CuHarrMANn. This would be over and above amounts which 
could be distributed under section 32? 

Mr. Loos. This would be, Senator Under section 416, not section 
32, of the present law there is also authority to donate food products 
for school lunch 

The CuarrMan. What is section 416? I do not remember what it 
IS 

Mr. Loos. We propose to amend it in this bill. Section 416 of th 
Agricultural Act of 1949 

The CuarrMan. Oh, yes, that is distribution for relief and charitable 
purposes. 

Mr. Loos. That section has been difficult to operate in the past 
because of the priorities stated. We propose to amend it in this bill 
or I should say that vou propose to amend it in this bill, by removing 
those priorities and also by adding the authority to pay expenses 
of transportation and packaging in connection with distribution unde1 
116, an authority which we do not now have. 

The CuarkMan. | know you are not a policymaker and do not 
have charge of operations but does lack of authority to put these 
commodities in the proper sized packages and to deliver them result 
in less use of them at the present time? 

Mr. Loos. Yes, it does. 

The CHAIRMAN. I suppose it must or we would not be asking for 
the authority. 
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Mr. Loos. It does, Mr. Chairman, very much affect the use of 
these commodities for relief distribution, both here and abroad 
Under section 416 that section does give us authority now to do it 
without specific reimbursement or appropriation if we have some 
commodities in excess like butter or dried milk that could be used in 
a donation program, if the decision were made that it is hopeless to 
expect to sell them. But to give them away you have to transport 
them or put them in packages and that authority is lacking. That 
is the purpose of the amendment 

The CHarrMAN. Who packages the butter in the school-lunch 
program ? 

Mr. Loos. Section 32 funds are available for that purpose 

The CHAIRMAN. So far as you know, is butter available for all 
school-lunch programs where the people desire it now? 

Mr. Loos. Yes, sir 

The CuarrmMan. The reason I mention that, | am getting quite a 
little mail from people who say it is such a terrible thing that our 
schoolchildren are required to eat oleomargarine, and judging from 
the fact that that mail all comes from a particular area, | assume that 
people there have been misinformed or else they prefer oleo, although 
they ought not to in that area. 

Mr. Loos. Large quantities of butter are available for the school 
lunch program. 

The CHAIRMAN I do not think we oucht to have oleomargarine 
served in the schools of Vermont, or Minnesota, or North Dakota 

Mr. Loos. As so often happens with me, I guess I got beyond my 
depth. 

Mr. Wells? 


STATEMENT OF O. V. WELLS, ADMINISTRATOR, AGRICULTURAL 
MARKETING SERVICE, UNITED STATES DEPARTMENT OF AGRI- 
CULTURE—Resumed 


Mr. WELLS. | would like to supplement what Mr Loos said with 
respect to section 416 and section 32, Mr. Chairman. So far this 
vear, section 32 funds and authorities have been available to move 


all of the surplus dairy and other products into our school lunch and 


domestic distribution programs that we think could be moved The 
difficulties with section 416 have been, so far this vear, in connection 
with foreign donations. However, and the reason I would like to 
make this statement, is that a situation could arise where section 32 
funds would be limited in the future. You recall that unde) 
section 32 not more than 25 percent of the funds available may be 
spent in connection with any one commodity i will further re- 
call that under section 32 the greater portion—I do not remember thi 
exact language, Mr. Solicitor—-the greater portion shall be used for 
nonbasic, nondesignated commodities. Dairy products are a desig 
nated commodity. Had it not been, for example, for the beef purchase 
program this year we would, I think, have been limited in our dis 
tribution of dairy products because we would have found ourselve 
in a position of using over 50 percent of our section 32 funds for schoo 
distribution for dairy products, but with the beef dairy program we 
are in a position where we have available, for dairy products which 


l 
i 





GENERAL FARM PROGRAM 


are designated commodities, all the funds we can move in school 
lunches, charitable institutions, and related sources within the United 
States itself. 

I did want to say in connection with the proposed amendment of 
section 416, a situation could well arise where we might find ourselves 
limited in the distribution of dairy products during the coming fiscal 
year or some future fiscal year if we did not have sizable purchases of 
nondesignated commodities. 

The CHarrman. I think, Mr. Loos, this is a good time for th: 
committee to recess. 

Senator Schoeppel? 

Senator ScnHorpPe.. Before the committee recesses I would lik 
to ask one question for clarification. There was some reference mac: 
here to certain charts being placed in the record showing the losses o1 
the expenses incurred under various and sundry operations. I will 
confess I got lost in the explanations when we went around the first 
curve. 

In the herrings of this committee on January 18 and the 19th of 
this year, on page 19 of that record, for the years 1945—53, on the top 
of that page the figure of $7,510,400,000 appears, which indicates the 
realized cost of agriculture and related programs. In the breakdown 
that is to be submitted to us, or in the record as it now stands with 
what has been incorporated, will we have adequate explanation as to 
how this figure varies or how it fits in? 

The Caarrman. The charts to be submitted to the members of the 
committee will be a breakdown of the $7,510,400,000 cost of progra1 
primarily for stabilization of farm programs and farm incomes. It 
is broken down so much that I have not had time to study it in detail 
yet. I think it will probably have the answers to any questions that 
might be raised as it is humanly possible to get them 

Senator Munpt. Mr. Chairman? 

The CHarrRMAN. Senator Mundt? 

Senator Munpr. I asked is this $2,500 million fund that is subject 
to attrition, and [ got the reply that 24 percent was set aside as a 
possible loss. 

Mr. Loos. Twenty-four percent 

Mr. Breacu. We have estimated a loss of 24 percent of our present 
investment in inventories. 

Mr. Loos. We must not apply that to the $2,500 million. 

Senator Munpr. What figure do you apply? 

Senator ELLenpeR. And how do you reach that figure? 

Senator Munpr. It seems to me that in making a presentation to 
the Congress you must have in mind how much of the $2,500 million 
you reasonably expect to recapture for the taxpayers? 

Mr. Loos. I do not think it is possible to make an estimate like 
that, Senator. The best we can do is to say that up to this date on 
the inventories the Commodity Credit Corporation now has, their 
best estimate of anticipated losses is 24 percent. 

Senator Munpr. Is that pretty much of a horizontal figure, 24 
percent of wheat, 24 percent of cotton? 

Mr. Beacu. No, sir. Judgment is applied to the investment in 
each individual commodity and the estimate is based on the current 
market situation for that commodity, anticipated outlets, and carrying 
charges. 
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Senator Munptr. Wheat is smaller than 24 percent? 

Senator ELLenpER. Then it is averages? 

Mr. Beacn. The percentage figure I gave vou is the average for 
the total inventory. 

Senator Munpr. Is wheat more or less? 

Mr. Beacu. I will calculate that. 

Senator Munpt. Let me ask the Solicitor while vou are calculating 
that whether the set-aside fund is a single shot operation or is that a 
removal? Are you going to renew the set-aside quantities? 

Mr. Loos. They cannot be renewed. Once the set-aside is com- 
pleted it has to be within the $2 billion and commodities are taken 
out and cannot be put back in. 

The CHarrMan. It could be increased or renewed by an act of 
Congress? 

Mr. Loos. It could be. This bill would not give authority to place 
commodities back in. Even if you take this example, to make it 
clear: If we had set aside up to a certain date $2 billion worth, and 
then we were successful in disposing of half a billion dollars worth, 
reducing it to $1% billion, we could only set aside an additional half 
billion dollars to bring the total included up to $2% billion. We could 
not set aside enough to replace that which had already been disposed 
of even though it were disposed of before the set-aside was completed. 

Senator Munpr. I understand. Did you get that figure, Mr. 
Beach? 

Mr. Beacn. I haven’t got the percentage yet. 

Senator Taye. Mr. Chairman, this is going to be a revolving propo- 
sition on the wheat and corn? 

Mr. Loos. No. 

Senator Ture. You are not going to sea) so many bushels of corn 
and not touch it? 

Mr. Loos. You can rotate it, but not revolve it. 

Senator Tyr. It looked like you just froze it and that you could not 
ever move the stock even though deterioration set in. 

Mr. Loos. We are not going to wrap a ribbon around it. 

Senator Tuye. I wanted that clear in the record. 

Mr. Loos. It will simply be an accounting or bookkeeping concept 
and it will be like grain in a warehouse. All of it will be transferred 
back and forth. 

The CuarrMAN. Mr. Beach will have those figures the first thing 
after lunch. Although this is a very interesting and informative 
session the Chair thinks that the committee members ought to eat 

We will continue with Senator Mundt’s question immediately after 
lunch. 

We will recess until 2 o’clock. 

(Whereupon, at 12:18 p. m., the committee was recessed, to re- 
convene at 2 p. m.) 





LO8 GENERAL FARM PROGRAM 
AFTERNOON SESSION 
The CuarrMan. The committee will be in order, please. 


STATEMENT OF HON. TRUE D. MORSE, UNDER SECRETARY OF 
AGRICULTURE; KARL D. LOOS, SOLICITOR, O. V. WELLS, AD- 
MINISTRATOR, AGRICULTURAL MARKETING SERVICE; J. MUR- 
RAY THOMPSON, DIRECTOR, PRICE DIVISION, COMMODITY 
STABILIZATION SERVICE; AND R. P. BEACH, DIRECTOR, BUDG- 
ET DIVISION, COMMODITY STABILIZATION SERVICE, UNITED 
STATES DEPARTMENT OF AGRICULTURE—Resumed 


The CuarrMan. We will take up where we left off this morning 
Senator Mundt, would you repeat your question of Mr. Beach? He 
had to have a little time to calculate the answer. I presume he has 
it by now. 

Senator Munptr. My question was whether the percentage of antic 
ipated loss for the products included in the set-aside fund was pretty 
much of a horizontal figure or whether they anticipated losing more 
on certain commodities than they did on other commodities, and what 
their experience had been in the past and what their expectations were 
for the future? 

The CaatrmMan. Also does this loss include storage charges? | 
assume it does. 

Senator Munprt. I presume so, I don’t know 

Mr. Beacu. This estimate of losses represents the difference 
between the book value of the commodities and the estimated real 
izable value. The book value includes storage charges accumulated 
to date and of course in the estimated loss we would anticipate storage 
charges up to the time of disposal. I have a statement here which 
can be inserted in the record which shows for each commodity the 
book value and the investment. 

The CuarrmMan. Without objection we will insert it in the record 
but we would like to have you tell us briefly what the contents ar 

(The statement referred to is as follows: ) 
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Commodity Stabilization Service, Commodity Credit ( yr poral 


price-support inventories and reserve for losses as Dec 


Commodity 


Cotton 
Cotton, Upland 
Cotton linters 
(rains 
Barley 
Beans, dry edible 
Corn 
Cottonseed meal. 
Flaxseed 
Grain sorghum 
Oats 
Rye 
Seeds, H&P 
Seed, W.C. C.! 
Soybeans 
W heat 
Dairy 
Butter 
Cheese 
Milk, dried 
W ool 
ils and peanut 
Cottonse 
Linseed oil 
Olive oil 
Peanuts 
Tung oil 
Honey 
Naval stores 
Rosin 
Turpentine 
lobacco 


otal price-support 


ncludes various kind 


NOTE Inventories of com 


ytherwise obligated Thus, the quant 


other disposition 


Mr. Bracu. In the case of cotton we have an inventory valued at 
about $33 million. The reserve amounts to 12 percent. In the case 
of corn, on an inventory valued at $590 million, the loss estimated is 
about 14 percent. In the case of wheat, the inventory is valued at 
$1,177 million and we have an estimated loss of about 12 percent 

In the case of butter, with an inventory valued at $191 million 
the estimated loss is 60 percent. In the case of cheese, with an inven- 
tory valued at $109 million the estimated loss is 60 percent. In the 
case of milk, dried milk, the inventory is valued at $65 million and the 
estimated loss is about 94 percent. On cottonseed oil, with an inven- 
tory valued at $172 million, the estimated loss is about 40 percent. 
Those are the major items in the inventory. 

The CHarrMAN. That gives you an average of 24 percent average 
loss for everything. 

Mr. Bracn. Yes, sir. The overall inventory as of December 31, 
1953 was valued at $2,617 million. The reserve for losses was $636 
million or about 24 percent. 

Senator Munpt. Have you given any consideration to what your 
loss is likely to be out of the $2,500 million fund by virtue of the fact 
that you expect to give away to foreign countries, for example, X 
numbers of bushels of wheat and X numbers of bales of cotton? One of 
these methods of disposal is to give it away free to foreign countries 
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Mr. Beacu. We have made no estimates with respect to what might 
be the results of disposals from that insulated reserve. 

Senator Munpr. Is it fair to say that in all probability it will be 
greater than the 12 percent figure, for example, in wheat that you have 
now? 

Mr. Beracn. I think it would be fair to say that, based on the 
methods of disposal described in the proposed bill. 

Mr. Morse. Mr. Chairman? 

The CHarrmMan. Mr. Morse, will you contribute to that? 

Mr. Morse. In the joint considerations we had with other depart 
ments of Government, we discussed foreign economic aid, where we 
hope and anticipate that some of this reserve would be used, Chang 
ing conditions ahead which could not be anticipated, would greatly 
influence that. We did not undertake to make an estimate of what 
the probable disposition would be. Of course, as you know, we had 
the experience this year of giving some wheat to Pakistan, and som: 
food to East Germany. 

Senator Youna. Was that charged to the price-support program, 
that given to East Germany? 

Mr. Beacnu. The food that was given to East Germany was not 
charged to the price-support program. The price-support program 
was reimbursed. That is, the Commodity Credit Corporation was 
reimbursed for anything that was used. In the case of Pakistan 
wheat, as you know, there is a provision of law that requires reimburse- 
ment to the Corporation and the cost is set up as a receivable on the 
books of the Corporation. 

Senator Younc. CCC has not been reimbursed yet? 

Mr. Beacu. It has not. 

Senator ELLenpreR. What department would suffer that loss? 

Mr. Beacu. The Foreign Operations Administration, 1 assume, in 
the case of food furnished to East Germany. 

Senator ELLeENpDER. Won’t it find its way to Agriculture ultimately 
as you have done in these other charges? 

Mr. Morse. Not a charge, as I understand it, to Agriculture. 

Senator ELtenper. Mr. Chairman, this morning Mr. Loos referred 
to a table to indicate what the support program would be under cer 
tain circumstances to cotton, wheat, and others. I wonder if we could 
have that placed in the record. 

The Cuarrman. Yes, indeed. I thought we had ordered it inserted 
in the record. 

Mr. Loos. The table that Mr. Thompson had? 

The CHArRMAN. Yes. 

Senator ELLeNpER. There were certain suppositions that you made 
based on certain situations. 

Mr. Loos. I would suggest that they might be accompanied by an 
explanation. They are bare tables 

The CuarrmMan. That would be all right. 

Senator ELuenper. It is in connection with the discussion 

The CrarrmMan. Yes. I assume part of it was mental arithmetic 
that he was doing. If you can put it down on paper and insert it in 
the record, showing how you arrived at your conclusions and any 
explanation which would be he!pful, without objection it will be put 
in the record. 
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Senator ELutenper. That will be put in in connection with the dis 
cussions that we have had this morning? 

The CHarrRMan. If they have it prepared 

Mr. Loos. Couldn’t we put it in, Mr. Chairman, when we correct 
the transcript? I think we will have to write an explanation of the 
tables to go along with it. 

The CHarrMaNn. If you will put the tables in, with an explanation, 
vou can do that. 

Senator ELLENDER. Why not put the table in, and your explanation 
can be placed in when the printed record is made, in regular order. 

The CHAIRMAN. You can give it to the clerk and then you will 
have an opportunity to review it in the transcript. We have had 
some de ‘lay in printing, due to the fact that we have passed tran 
scripts around to each member and each witness and some of them 
have been slow in getting it back. I have requested the staff to go 
over the transcript and if there are any obvious mistakes, to correct 
them and have them printed in galley form so that each witness and 
each member of the committee interested can make the corrections 
at the same time and save a lot of t “ 

Senator ELLENDER. Mr Chnitenen: | believe n view of the faet 
that Mr. Loos and others used these tal 
questions asked, that this data could eae ce put in in connection 
with that testimony. 

Mr. Loos. Certainly 

Senator ELLENDER. Later on 
vou desire, if vou wish to put in 
right. It will be very helpful 

The CHAIRMAN Submit that 

Senator ELLENDER. The idea 
f we desire them, today or tomorrow, 

The CHaArrMAN. Yes, as soon as th 

(The information requested is as follows: 


n getting thie reports printe 


les explanation of certain 


The following tables illustrate the effect 
levels of the minimum and maximun 
tables assume that vields ob 


present levels, producers wo 
provisions of the Agricultural 


effect. 


If 400 million bushels are set aside, tl 
1955 crop 77 percent of parity 
1956 cron 81 percent of parit. 

of parity would go up, the act 
operation of transitional parity 

If 500 million bushels are t 
1955 crop.—S$2.03 

higher than provid 
1946 cron 85 percent 
Vhile figures are s! 
» effect . trar 
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COTTON 


If 3 million bales are set aside, the minimum support levels would be 
1955 crop 90 percent of parity, or 31.25 cents per pound 
1956 crop.—90 percent of parity, or 30.18 cents per pound (since moder 
ized parity would be the effective parity 
If 4 million bales are set aside, the minimum support levels would be the san 
as for a set-aside of 3 million bales However, the figures sharply illustrate t} 
low level to which the ‘‘free supply” in the carryover could fall unless the pric 
reaches 105 percent of parity. This is identified as item 9, ‘‘Carryover for pric 
support purposes.”’ 
While figures are shown for the 1957 crop, they serve principally to illustrat 
that marketing quotas would continue to apply until 1958, and that the minimum 
quota of 10 million bales could not be increased appreciably before 1958. 


W heat— Estimated ncermal supply, total supply, quota level, allotment objective, 
price support level,! assuming operation under provisions of the Agricultura 
of 1949, and set-aside of VaTlOUs 81zZ 


{Quantities are 


Set-aside of 400 million 
bushels 


Marketing year 


lsupply (1 plus 
Marketing quota point (120 percent of 


Acreage allotment objective (130 per 


t (1.02 tin 


75 percent support (1.3 tin 
TOTAL SUPPLY 
Allotment (millions acres 


Total carryover July 1 
Assumed set-aside 


Carryover for price support purposes 
luctior 


Imports 


Pro 


Total supply for price support 
purposes 
otal supply for marketing quota and 
sllotment purposes 


MINIMUM SUPPORT 


Supply percentage (13 plus 3 

Minimum support level (percent parity 

Effective parity price basis 2/15 (dollars 
per bushel 

Minimum support price (dollars per 
bushel 

Marketing quota following year? (Com 
pare items 4 and 14 


Assumes normal yields and compliance with quotas 
290 percent support required by legislation. If supply 
of 1949) support would be 75 percent 
3 Transitional parity 
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Cotton, Upland—Estimated normal supply, total supp 
support level,! assun ing operation under provisior of 
1949, and set-aside of VaTiOUSs Sizes 


MAL SUPPLY 


1. Domestic consumption 
Carryover allowance (30 

3 Normal supply (1 plu 

4. Marketing quota point 
Maximum supply for 
90 percent support 
(75 percent support 


TOTAL SUPPLY 
6. Allotment (million acre 
7. Total carryover on 
8. Assumed set-aside 


9 Carryov 
10. Production 
11. Imports 


12 Total supply 
purposes 
13. Total supply for marketing 
sllotment purpos 


MINIMUM SUPPORT LEVEI 


14. Supply percentage (12 pl 

15. Minimum support level 

16. Effective parity price 
per pound 

17. Minimum support pri 
(cents per pound 

18. Marketing quota following ye 
pare items 3 and 13 


' Assumes normal yiold 
2 Allotment reflects acreag 
390 peroent support req 
f 1949) support would be 75 percen 
‘ New parity 


The CuaremMan. Will you proceed, Senator Mundt? 

Senator Munpr. Mr. Chairman, I would like to ask for a couple 
more tables. I have an appointment in my office and this will take 
just a minute. I would like to ask Mr. Loos and Mr. Morse if I am 
correct in my understanding that the premise on which you propose 
this new farm program rests primarily on 2 different pillars, 1 being 
the theory that you can help stop the production of crop surpluses 
by a sliding price formula so that when prices on a given product tend 
to fall, the | production of the product will also fall. 

Is that one of your premises? 
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Mr. Morse. If you will add to that, Senator, the other premise that 
these products move into consumption with price adjustment. You 
see, you get adjustments in both ways. 

Senator Munpr. You are taking words out of my mouth. If |] 
understand your proposition correctly it rests on two pillars. The 
first is that as a farmer receives less for a given product he produces 
less. The second is that as the price received by the producer falls, 
the price paid by the consumer also falls so that he consumes more of 
it and by those two tactics you hope to keep the surpluses in control, 
is that right? 

Mr. Morse. You would return to balanced consumption and pro- 
duction. May I add one other thing: The adjustment in production 
may represent adjustments between items such as I spoke of yesterday 

Senator ELLENDER. Such as? 

Mr. Morse. Such as producing more hogs when it is profitable to 
produce hogs; such as taking corn off of land that is badly eroding and 
should be, for the benefit of the future generations, taken out of row 
crops. This applies to cotton, Senator Ellender, and other crops 
where land is being kept in production. 

In the interests of the Nation, in the interests of the farmers them- 
selves, much land ought to be taken out of such production and put 
into conservation and farmers will be encouraged as part of this pro- 
gram to do that. That is the way we will get adjustments in pro- 
duction. 

Senator Munpr. That hasn’t changed basically the two pillars that 
I mentioned. To prove the validity of that argument, it is imperative 
that we have some statistics for the record. One, it would like to have 
you provide for the record a table showing the number of acres pro- 
duced as against the price that the producer receives in years of history 
when we have had both high prices and low prices for a given product, 
like wheat, corn, oats, rye, the grains at least, because | am primarily 
interested in that, and I think you should include cotton and rice 
because they are part of the basics. Two, in a separate table you 
should produce for the committee the price relationship between what 
the producer receives and what the consumer pays, because I have a 
sneaking feeling from what little I know about the statistical tables 
that the tables are not going to bear up the premise. Maybe they 
will. I am not making any conclusion before I get the facts, but 
certainly we are entitled to have the facts. 

This is not something about which we have to make uneducated 
conjectures because there is a record of a long time in the Department 
of Agriculture which will prove whether these premises of yours are 
based on fact or on surmise. 

(The information requested follows:) 
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Wheat—Planted acreage, price received by farmers, and retail price of bread and flour, 
United States, by years, 1919-538 


A verage 
price per Bread, 
Planted | bushel |whit« 
|} acreage received per 
by farm- pound 
ers 


Crop year 


Thousand 
| acres 
1919... pot’ 77, 440 
1920 | 67,977 
1921. jin 67, 681 
1922... 67, 163 
| = aa 64, 590 
1924 55, 706 25 
1925 . cone 61, 738 44 
1926 ae 4 60, 22 
Sl conn 65, | 19 
Pinecusse . 71, 15% 998 
Pin datestnih 67, O4 
1930... 67, 5E . 671 
66, 46: 91 
66, 2) 382 
69, OOF . 744 
a 64, 848 
1935 : 69, 611 S31 
1936... cial. FE 00 02 
| 
| Straight calendar year average 
2 Preliminary. 


Source: Agricultural Marketing Servi Compiled from Crop Production, Agricultural 
Bureau of Labor Statistics reports 


Corn—Planted acreage and pri received by farmers 


1929-58 


Crop year 


Thousand 
crea 

1929 — i 9, 130 1942 
1930 wee . 103, 915 1943 
1931 “a . ‘ 109, 364 321 1944 
1932 oon a 113, 024 3! 1945 
1933 . : 109, 830 e 1946 
1934 nadueeed ; 100, 563 1947 
1935 eS Se 99, 974 F 1948 
1936 eneecoases 101, 959 1949 
1937 Rants : : 97,174 1950 
1938 —_ —_— 94, 473 
1939 chin aes 91, 639 
1940 Toleudée 88, 692 
1941 — te 86, 837 


Preliminary. 


Source: Agricultural Marketing Servic Compiled from Croj 
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Planted 


acre age 


Plante 


acreage 


1929 
1930 


1937 
1938 
1939 
194 

1941 


1 Preliminary 


Source: Agricultural Marketir 


FARM 


and price received by farmers, 
1929 


E@ 
09 


1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
1951 
1952 


1953 ! 


Crop year | 


PROGRAM 


United States, by years 


Planted 


acreage 


i from Crop Production and Agricultura] Pr 


Rye—Planted acreage and price received by farmers, United States, by years, 1931 


Planted 
acreage 


Thousand 


acres 
4 
40] 
4,714 
5. 453 
6. 210 


6, 44 


6, 654 
7, 206 
5. 514 
6, 142 
6, 371 


1 Preliminary. 


Source 


Agricultura] Marketing Service 


A verage 
price per 
bushel 
received 
Dy 
farmers 


‘rop year 


A verage 

pr I 
Planted bushel 
acreage | rece 


} 


Thous und) 
acres | 
5.311 | 


415 
157 | 


Compiled from Crop Production and Agricultural Prices. 
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Rice—Planted acreage, price received by farmers and retail price, United States, 


by years, 1929-58 


A verage 


price ber | Average 
, hundred- st 
Crop year Planted weight resals Crop year 
rop y } acreage 00 price per py 
received enna 
by pour 


farmers 


Thousand 

| acres Cents 

1929 | 860 
1930 166 
1931 965 
1932 } 874 
1933 798 
1934 812 
1935.... $17 
1936 981 

1937 1, 116 

1938 1, 076 

1939 ! 1, 045 

1940 1, 090 

1941 , 263 


’ 


Straight calendar year averagt 
2 Preliminary. 


Source: Agricultural Marketing Service. Compiled from Crop Produ 
Bureau of Labor Statistics reports 


Barley— Planted acreage and price 


Thousand 
res 

1920... 14, 703 
1930 13. 581 
1931 13, 820 
1932 14, 55é 
1933. 14, 200 
1934 12, 024 
1935-.. 13, 956 
1936__- 7 
1937 
1938 
1939 
1940 
1941 


! Preliminary. 


Source: Agricultural Marketing Service. Compiled from Crop Produ 


(Letter filed by the Department of Agriculture to supplement 
information with respect to planted acreages and prices:) 


DEPARTMENT OF AGRICULTURE, 
Ww ishington, D. C., February 26 


Hon. CuarE E. HorrMman, 
House of Representatives. 
DreaR Mr. Horrman: The Congressional Record of February 9 carries, 
pages 1507 to 1509 a speech by Congressman Miller of Kansas in which he makes 
this statement: 
“‘What happened when [the price of] corn went down? The farmer broke up 
more grassland and planted it to corn. Then corn went lower. What happened 
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when wheat went down? He broke up pasture and planted more wheat. Ther 
wheat went lower still. Why did he do it? Because he could not help it. Thi 
cheaper the product, the more he had to raise to meet his operating and living 
expense 

You quite properly questioned the validity of the relationship inferred in this 
statement 

I should like to offer these comments on the effect of prices on production of 
farm products. 

The fact is that farmers adjust their production logically with respect to pric 
They endeavor to increase production when price rises and to decrease production 
when it falls 

Why are hogs selling today at 119 percent of parity? 
their farrowings in response to the low prices of 1952 

What will happen to hog production as a consequence of today’s high price? 
It will increase, quite logically, in response to the consumer’s need, expressed 
through a high price. 

There is not a single piece of competent research known to us which supports 
the contention that a lowered price means more production. There have been 
scores of studies in this area. Some of the better known research workers who 
have explored this subject are: L. H. Bean, J. D. Black, F. F. Elliott, G. C. Haas, 
R. L. Kohls, J. H. Lorie, H. L. Moore, B. H. Pubols, Henry Schultz, W. C. Waite 
R. M. Walsh, G. F. Warren, and O. V. Wells. The more one studies this problem 
the more convinced he becomes that farmers, in the aggregate, endeavor to respond 
to price changes in the same manner as other groups. 

It is true that rather large changes in price are needed to bring about a given 
change in production. The relationship varies from one product to another 
A 10-percent change in the price of wheat ordinarily leads to about a 2 or 3 percent 
change (in the same direction) in the acreage of wheat. Cotton acreage responds 
in about the same way. Corn is grown as part of the rotation and primarily for 
feed rather than for market. The acreage of corn in the Corn Belt responds 
very little to price changes from year to year. Flaxseed, on the other hand, 
responds readily to price change. 

The effect of price on production is hard to see clearly because it is obscured by 
other things. 

In the first place, production of a commodity responds not to price as such but 
to the price of a commodity as compared with prices of other commodities. For 
example, the acreage of corn increased from 1930 to 1932, while the price was 
falling. But despite this fall, the price of corn was still high enough so that corn 
was more rewarding to farmers than other crops, and they responded accordingly. 

Secondly, changes in yields resulting from weather often obscure the relation- 
ship of price to production. Sometimes farmers reduce their acreage in response 
to a low price, but good weather comes along and unintended production increases 
result. 

Finally, it takes time to change the pattern of farm production, and takes longer 
for some products than for others. The production of broilers can be increased 
4 months after the intended increase is undertaken. For most crops, production 
cannot be increased until the next year, no matter what the price is. Hog pro- 
duction can be increased a year or so after the price stimulus is given. It takes 
4 or 5 years before farmers can achieve the changes in cattle production called 
for by a price change. This year we saw an increase in cattle numbers despite a 
decline in price. It was not this year’s price to which cattle numbers were re- 
sponding, but the attractive prices of several years ago. Agricultural production 
cannot be turned off and on like a spigot, or speeded up and slowed down quickly 
like an assembly line. 

There is a strange inconsistency in the thinking of some who profess to believe 
that a lower price means higher production. When higher production is desired 
as during wartime, do they petition the Congress for a lower price, so as to bring 
this about? No, they ask for a higher support price. When production is ex- 
cessive, as with potatoes in 1950, is the support price raised so that the farmers 
can grow fewer acres and live as well as before? No, the support price is lowered 
and production decreases. 

People say, quite rightly, that production increases when prices rise. They 
also are fond of saving that agricultural production increases when prices fall 
How, then, is price related to a decrease in production? We know that these 
decreases oceur. The half-thought-out. contention that, production increases 
when prices fall leaves us without explanation for the declines in production which 
we all witness 


Because farmers reduced 
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To summarize: Farmers do respond in a logical manner to price cha 
the price ot wheat should decline relative to other products, some land wo 
voluntarily shifted out of wheat This would occur most readily where there at 
attractive alternative crops or ivestock yppor nitie It would 
quickly and it would not be es 

It is not proposed in the progr: 

hanges would have sole respons itv fo 
production Acreage allotments and marke 
undoubtedly would be used But thes 

price changes to bring about the needed adjustime 
be working against one another as at present 

Presently, farmers are being told by price 
Feing told by acreage allotments and market 
Small wonder that there is con/usior 

Sincerely yours, 


Mr. Morse. We are dealing with a long-time program and we want 
to take that fact into consideration. We would be very happy to 
furnish the information you requested. May I make this comment 
at this time, Mr. Chairman, and Senator: How did we get the in- 
creased production with whic h to carry on and fight a war? Did we 
do it by putting down prices? No, we offered price inducements. 
Farmers moved in, and we got a 40 percent step-up in production 
during the war and postwar period. We didn’t get that by reducing 
the farmers’ prices. Price, as it adjusts in the longer run, affects 
agricultural production the same as it does other activities. 

Senator Munpr. That will be clearly proved or disproved by the 
tables which I have suggested that you put in the record. If you 
go back far enough, back to when prices were exceedingly low in the 
depression period, and run them up to the present. 

Mr. Morsg. May I invite your attention to this: Why do we have 

122 percent of parity on hog prices now? As you brought out, hog 
prices went down to 84 percent of parity. What did farmers do? 
Did they step up their hog production at 82 percent of parity? No, 
they cut it. So we have 122 percent of parity hog prices now, because 
farmers cut back their production, and now hog farmers are going 
back into hog production. 

Senator Munpt. I am not averse to including hog prices or any 
other prices, but do insist that you put in the grain tables, because 
we are dealing with the grain proposition in the bill to set aside any 
hogs. I think you will find some illuminating facts. I assume you 
know the facts. I think the committee and the country will find 
some illuminating facts. 

For example, in relationship to prices paid to produc ers for rye and 
the number of acres that are planted in rye. That is why I say 
include rye, include oats, include wheat, include corn. If Mr. Ellen- 
der wants it, rice and cotton. And if you want to include other 
products to bring out your point of view, hogs and so forth, fine 
All we want is the facts. We want all the facts. 

Mr. Morse. That is what we want to submit, the facts, and 
want to stand on the facts. 

The CuarrMANn. Senator Ellender? 

Senator E.Lenper. The main pillar mentioned by Senator Mundt, 
though, is to more or less cause a scarcity of certain products: For 
instance, in the case of hogs, in 1951 the production, as I recall from 
yesterday’s figures, was about 63 million head on the farm per year 
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Because of the price structure, the farmers stopped producing hogs 
so that this last year the losses in production were over 8 million 
head. And in that way, of course, you can get better prices. You 
wouldn’t need the Government support if you did that as to all 
commodities. 

As I see this flexible price program its purpose is to make it so that 
the farmer will get lower and lower prices so as to discourage him 
from a given crop that is in surplus. Isn’t that it? 

Mr. Morse. No, sir; that is not the farm program that is befor 
you. 

Senator Younc. Mr. Chairman, I would like to ask a question 

The CuatrmMan. Let Mr. Morse finish the question and then | 
will recognize Senator Young 

Mr. Morse. May I further say that you get adjustments in produc 
tion two ways. One is by working with economic laws in which price 
helps guide the farmer in what he produces. The other is to move in 
as We now move in to maintain higher prices, create scarcity by acreage 
controls and marketing quotas. Which is the route we want to take 
and which is in the long-time best interest of the farmers? 

Senator ELLtenper. That has not occurred in the past, Mr. Morse 
If your statement were correct, | would agree with you. We have 
been able in the past, with reference to cotton, and I believe we can 
do it under the law as it is now written, to produce just the amount 
we need for supply and demand, almost the same as you have done 
for tobacco. 

| believe that it is pessible to do it and I honestly believe that the 
same thing can be done with corn and with wheat. I don’t think 
there is any doubt about it. 

Mr. Morse. I am saying that you will do it one of two days: Either 
by working with price and the economic laws, or by going in and by 
acreage allotments and marketing quotas saying to a farmer “Thou 
shalt not plant more than this if you want price supports.”’ 

Senator ELLenpER. The result will be that the farmer in the near 
future, further out in the future, will have to get lower prices than he 
is now receiving. 

Mr. Morsz. No, sir. 

Senator ELLenper. Then why change it? 

Mr. Morse. In the long run he will enjoy more prosperity. That 
is another point that ought to be made very clear 

Senator ELLENDER. | wish I could follow you. 

Mr. Morse. The discussion has been concentrated on price, on 
the supposition that a farmer prospers on the basis of one factor and 
that is price. Again I say, I have been in the farm-operating business 
and you must have volume ° produce farm prosperity. If you are 
operating a farm profitably, it is income, and net income, that the 
farmer looks to. It is not oe as to whether he gets a certain price 

Income and net income is volume times price; price times bushels 
and tons or bales, whatever the factors are. 

Senator Youne. Mr. Chairman? 

The CuarrMan. As soon as Mr. Morse finishes. Will you conclude 
your statement? 

Mr. Morss. This program that the President has submitted—and 
I invite your attention to the fact that it is not something that we 
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have worked up ourselves; we have brought in some of the best 
minds in America to consider this problem. We worked all through 
last year to develop the best program for American agriculture, and 
that is what the President personally reviewed. He took this good 
advice in preparing this message which he laid before Congress as of 
January 11. It is based on what will give the most prosperity to 
American agriculture. 

The CHAIRMAN. Senator Young? 

Senator YounG. Somebody opened up the most debatable subject 
in agriculture. I agree that—and I am leading up to a question—in 
many cases, but not always, price fluctuations, to some degree, do 
affect production. That is particularly true if there is some other 
profitable crop that a farmer can switch to. I think one of the best 
examples of how price increased production was in flax when the 
Government set the price at about $6 a bushel. Let me ask this 
question: Cattle prices have dropped about 40 or 50 percent in the 
last year. According to the figures cattle production is up this year. 
How do you explain that? How much lower will cattle prices have to 
be before production levels off? 

Mr. Morse. We are dealing with a long-time program for American 
agriculture. That cattle production should not be confused with a 
short-time flax operation. The cattle price cycle is long. We are in 
an up phase of it. The buildup in cattle numbers has been going very 
rapidly, adding 5 or 6 million head a year, if my memory is correct. 
You don’t stop an upswing of the cattle cycle quickly even when you 
get such drastic price adjustments as took place last year. 

Against that 5 or 6 million head e year which had been taking 
place, and the rapid rise the economists said would continue, may be up 
to a total of 100 million head, you have the fact that the increase 
slowed down to a much lower rate because of the price factor plus 
drought. I don’t want to say it is entirely a price factor adjustment, 
because drought entered the picture. It has materially slowed down 
The cycle is apt to carry through pretty much according to pattern 
before it starts its decline. 

Senator Youna. In the meantime you would break an awful lot of 
farmers in getting the production down; would you not? You would 
break an awful lot of producers. 

Mr. Morssg. No, sir. The people who took losses last yeal and 
who are out of business now, in many cases were speculators and 
people who saw handsome profits in the cattle business, and who 
entered the cattle business. The cattlemen were very much disturbed 
over the fact that they had these speculators drawn into their busi- 
ness. The real cattlemen, the men who have ranches and opera- 
tions—— 

Senator YounGc. Who do you call cattlemen? 

Mr. Morse. They are scattered all through the United States 
They are the farmers who have cattle. 

Senator Younc. The farmers produce the bulk of the cattle, don’t 
they? Not the ranchers. Isn’t that true? 

Mr. Morse. I don’t know how the staistics would break. It 
depends on how you define a ranch. 

The Cuarrman. Mr. Morse, clerks went out of this building and 
bought or rented land to raise cattle on; at least one did, and went 
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broke. He bought land and went into the cattle business at 
wrong time. I assume that is the type of people that you referred 
as losing their shirts. 

Mr. Morssr. Yes, Senator; and we had long distance ealls fr 
people who said ‘We are going broke in the cattle business.” | 
some cases we found out that they were people in town who were 
a profession or business, who had gone out, rented land, put catt| 
in feed lots and of course they were in trouble. 

Senator YounG. That leads us to another subject. Suppose 
1952, when hog prices were way down and there was a cry to low 
corn supports, we had provided cheaper corn at that time. Low 
prices would have accelerated hog production and would have a 
celerated cattle-feeding operations and we would have been in a muc! 
immensely worse position now. 

Mr. Morse. If the corn price is given some flexibility, as is pr 
posed in this law, and hog prices, as I pointed out yesterday, a: 
already entirely free—there are no controls on hog prices, no support 
to affect them—you will get a balancing between the two, and tha 
applies to any other uses of corn. These swings will not take place t 
the extent that they do when you have a situation such as under th 
present law. 

Senator Youna. I wish you were right. You would have no troub! 
in selling me on flexible supports if JI thought lowering supports woul: 
really do the business. 

Mr. Morse. Senator, I am not giving you my personal judgment 
but the best judgments we are able to zet, and we worked hard at it 
all last year. There is laid before you in the President’s message 
and it is largely in this bill—the best judgments as to how this wil! 
work and how it should work. 

It is not my personal judgment, although I concur in the recom 
mendations. 

Senator Youna. I wish I could believe flexible supports would 
measurably reduce production without breaking an awful lot of 
people. In my State where I know farming best, new beginners 
mostly veterans, are deeply in debt, and they would be the first to 
go broke. 

Let me read you this part of the House-Senate Joint Economic 
Report and this is a pretty conservative committee. I would like to 
have your appraisal of this part of the report: 

Whatever the merits of flexible supports and modern parity may not be, as a 
long-run program it is questionable whether their contribution title act to sustaii 
farm income in months immediately ahead when the threat to our economi 
stability is so generally recognized. On the contrary, it seems more likely that 
the proposed shift to modernized parity formula at this particular time would be 
an unnecessary and disrupting factor. 

The papers this morning carried a story where farm income is dow! 
9 percent this year and nonfarm income is up 8 percent. 

What I am trying to get at is wouldn’t a lowering of price supports 
now result in lowering of cash prices and seriously affect our econom) 
as this report indicates? 

Mr. Morssg. It depends on how it is done. There was referenc: 
made yesterday as if the proposal here was to drop price supports 
from 90 to 75 percent. There is no such proposal before you in th 
President’s message or in this bill. 
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Senator Youna. This bill, according to the Solicitor this morning, 
would result in a wheat support of not more than 82 percent of parity 
and down to 55 million seeded acres permissible. 

The CHarrMan. Not less than 82 percent, I understood it. 

Senator Youna. From 77 to 82; 77, if he used the figure of 400 
million bushels set aside, and 82 percent if he used 500 million bushels 
set aside. 

Is that right, “i Loos? 

Mr. Loos. Yes, si 

Senator Toye. Can | ask a correcting question? 

Senator Youna. Surely. 

Senator Tuy. Do you throw the dairy industry completely out of 
the agricultural picture in the Nation? 

Mr. Morsz. No, sir 

Senator THYE Then, gracious, man, how can you make the stat 
ment that a 75 percent level of support is not considered in view of 
the Secretary’s statement only recently relative to dairy products? 

Mr. Morssr. Senator, the Secretary acted in the light of the law on 
the books and under the advice of the Solicitor. Furthermore, the 
price of much of our dairy products, the fluid milk products, will not 
be primarily affected by this change in the support level. 

Senator Tuyr. Mr. Secretary, | am not discussing anything about 
whether it was advisable for the Secretary to lower the dairy price 
supports or not. That was not the question. You just made the 
statement that there is nothing in the message of the President and 
nothing in this bill that proposes that any of these commodities were 
to be dropped to 75 percent. That was the only phase of your state- 
ment that concerned me because it did not seem to square with the 
announced support program for dairy products by the Secretary of 
Agriculture effective the Ist of April. 

That is the reason I raised the question. I have heard the explana- 
tion of the Solicitor’s interpretation of the act to the Secretary. 1 
even questioned that interpretation because I think that you would 
have to project yourself into a year or two in order to determine 
whether this might in any sense reduce the number of dairy cows on 
farms to such an extent that it would ultimately jeopardize your fluid 
milk volume to meet the needs of the consumer. 

That is one phase where I would challenge the Solicitor’s inter- 
pretation of whether the Secretary should take that into consideration 
ornot. You say that it will not affect the fluid milk price. Then you 
are certainly discriminating against the producer who happens to be 
situated out in a surplus-producing area where he does not have the 
benefit of a big fluid market 

You are going to make him take the entire rap and for the man 
who is producing for the babies, who will drink it out of a bottle, you 
will hold the price up just exactly where it is today even though you 
say it is an unjust and unreasonable level. 

Senator Youna. Before he answers that, did the reporter get the 
answer of Mr. Loos to my interpretation of the wheat price-support 
levels? 

The answer was yes, that my interpretation was right? 

Mr. Loos. On the subject of 77 and 82 percent? 

Senator Youne. Yes. 
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Mr. Loos. Yes 

Mr. Morse. When I said milk prices would not be influenced, | 
would like to modify that. 

Senator THyge. You mean influence the fluid milk market? 

Mr. Morse. Yes. I cannot categorically say that. 

Senator Taye. The record if read back would indicate, or at least 
I definitely took that interpretation from your remarks, that it would 
not affect the fluid milk. 

Mr. Morse. I would like to have it read that it would not be 
primary influence on much of the fluid milk that is sold. 

Would we agree that the Secretary of Agriculture should rely 
primarily on the Solicitor’s Office of the Department of Agriculture 
for his administrative acts when it comes to a question of law? 

Senator Taye. Should he? 

Mr. Morse. Yes. 

Senator Turn. I challenge the Solicitor’s interpretation of the 
intent of the act because what you are trying to do here is maintain 
stability in the product and the commodity so that you do not have 
drastic fluctuations. Dropping from 90 to 75 certainly is not going 
to encourage much stability in the industry. 

Mr. Morse. The information that we have is that, regardless of this 
adjustment in the support price that was made, we will continue to 
have ample supplies of milk under the present price structure. Again 
what is in the longtime best interests of the dairy industry; is it to 
continue to price butter out of the market? 

We have already reached the point where consumers per capita ar 
using more margarine than they are butter. 

Are we going to continue to let that situation go on? Does it give 
us the most prosperity for dairying in this country when we continue 
to transfer the market for dairy products over to competitive products? 
It is a pretty far-reac hing problem that we are faced with there. 

The CaarrmMan. Mr. Morse, can you tell me how much cotton 
seed oil the Commodity Credit Corporation is buying at the present 
time? 

Mr. Morse. The crushing season, I believe, is over, but we own 
about a billion pounds of the vegetable oils. 

The CuarrMan. How much did you own a year ago, from the 1952 
crop? 

How much has that increased in the last year, since the end of the 
1952 crushing season? 

Mr. Bracu. I do not believe I have last year’s figures as of the 
end of the crushing season. 

The CHarrMan. Didn’t you have a billion pounds on hand a 
year ago, about the first of April or May, at the end of the season? 

Mr. Bracu. We had a substantial inventory. I could not quote 
the figures. 

The CuarrMan. You must have some idea. It was over 900 
million pounds; I remember that. 

Mr. Beacn. I think you are right but I cannot vouch for it. That 
is my point. 

The Cuarrman. I would like to bring out another point. 

Mr. Beacu. I have a figure as of June 30. 

The CuHarrMan. Isn’t it a fact that cottonseed was supported at 
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90 percent a year ago? We want this because it is pertinent to the 
question that is before us. 

Mr. Beacu. I will have the answer in a minute. 

The CHarkMaANn. I want to know how the lowering of the supports 
for cottonseed affected the market for cottonseed and cottonseed oil 

Mr. Beacu. The support level was 90 percent for the 1952 crop and 
75 percent for the 1953 crop 

The CHarrMANn. Didn’t you buy practically all the oil produced 
under the 1952 crop? Didn’t it go into the hands of the Commodity 
Credit Corporation? 

Mr. Bracn. In the fiscal vear 1952 we bought less than a million 
tons. Of the 1950 crop we bought 804,000 tons 

The CHarrMan. Tons? 

Mr. Beacu. Yes, sir. With respect to imventories, we had no 
inventory at the end of June 30, 1952, nor at the end of June 30, 1953. 

The (CHAIRMAN. No inventory of what? 

Mr. Beacu. Cottonseed 

The CHAIRMAN. You had it converted into oil and meal. Of 
course, vou did not have the seed on hand on June 1. What did you 
have in the way of oil and meal as of June 1, 1953, and what do you 
have on hand now in the form of oil and meal from the 1953 crop? 

Mr. BEACH. As of July 1, 1952. we had 78.476.000 pounds of refined 
cottonseed oil 

At the end of that fiscal year, June 30, 1953, we had 783 million 
pounds. 

The CuarrMan. That is refined? 

Mr. Bracn. Refined 

The CuHarrmMan. How much crude would that represent? 

Mr. Bracu. I do not know. 

(The following was later submitted for the record 


Crude cottonseed oil refines at a 7-percent loss in volume 


The CHarrMan. In other words, when cottonseed was supported 
at 90 percent of parity, you had to buy all the oil. Didn't you buy a 
good share of the meal, too? 

Mr. Beacnu. In the 1953 fiscal year, of the 1952 crop meal, we 
bought approximately 2.2 billion pounds 

The Cuatrman. How much? 

Mr. Beacu. 2,200 million pounds. 

The Cuarrman. That is 1,100,000 tons. 

How much meal do you have on hand now? 

Mr. Bracu. We have practically no meal on hand now since it 
was used as part of the feed in the drought emergency program. 

The CuarrMan. The next thing I want to know is how does the 
price of cottonseed oil and cottonseed meal compare now with what 
it was, say, the 31st of last March? 

How much is cottonseed oil today and how much was it a year ago? 

Mr. Beacu. Do you have those figures, Mr. Randall? 

Mr. Ranpauu. No. I can get them. 

Mr. Beacu. I do not have the series of prices on oil. 

The CHAtRMAN. Does anyone have those? 

Senator Tuyr. Mr. Chairman, we have not and cannot get any 
comparison until they give us the figures of this year with the lower 
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supports we are on, and then we do not get a true comparison becaus: 
the entire supply was given away under the drought relief 

So you bailed it right out. It could not be there. 

The Cuarrman. It is selling today in an open market, and | belie 
that the oil is selling at a higher price than it was a year ago. | 
believe that it is nearly all moving into the open market and is not 
being unloaded on the Commodity Credit Corporation. 

| believe that the cottonseed people are anxious not to have thx 
supports increased but rather to be lowered, if anything. Have you 
those figures? 

Mr. Bracu. I do not have figures on prices. I have the figures on 
our current inventories of oil. 

The CaarrmMan. How much is it now? 

Mr. Bracu. As of February 24, 1954, we had on hand, of crude oil, 
only 19 million pounds; of refined cottonseed oil we had 1,079 million 
pounds. 

The CHarrmMan. That is mostly from the 1952 crop? 

Mr. Bracu. Yes, sir. 

The CuatrmMan. Not the 1953 crop? 

Mr. Bracu. Our acquisition out of the 1953 crop has been relatively 
small. 

The Cuarrman. You bought very little and you acquired no mea! 
to speak of out of the 1953 crop? 

Mr. Bracu. Yes, sir. 

The CuarrMan. Isn’t is true that the 1953 crop of cotton and 
cottonseed was the largest in years? 

Mr. Bracu. The largest in years, yes. 

The Cuarrman. They moved right into the open market and the 
cottonseed people apparently are very happy over the situation 
On the other hand the soybean people are putting on a campaign 
even though they are getting the highest price since 1946; they are 
putting on a campaign to raise the supports for cottonseed i in order to 
price a potential competitor out of the market. 

As a matter of fact, both cottonseed and soybean products today 
are moving freely into the market with cottonseed supports down to 
75 percent of parity and the soybean prices so high that the support 
price does not affect it anyway. 

Senator Youna. Mr. Chairman, soybeans and the whole oil situa- 
tion are affected by the great export demand for soybeans. 

The CuarrMan. That is right. 

Senator ELLENDER. And the use of cottonseed cakes in the drought 
areas. They shipped carloads of it all over the United States. 

The CHarrMan. Exactly. 

Senator Ettenper. Demand will do that, and not the price support 

The Cuarrman. What Mr. Eisenhower proposes is to create a de- 
mand for other commodities as well as soybeans. 

Senator ELtenper. If you get droughts, of course, and things like 
that, emergencies, you can get rid of your surplus overnight. 

The CHAtRMAN. I believe that soybean futures are high, too, very 
high, today. 

Senator ELtenper. There is a great demand for soybeans abroad 
as Senator Young said. 

The CuarrMan. Then why don’t we produce the things that there 
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. great demand for and that will bring 100 percent of parity in the 
market place instead of trying to force our people to produce things 
for which there is no demand and which have to be turned over to the 
Government as a market? 

\Ir. Loos? 

\ir. Beacn. Did you want the purchases of cottonseed oil for this 

ear? 

The CHarrmMan. Yes 

Mr. Beacu. From the 1953 crop through December 31, we had 
bought approximately 83,700,000 pounds of refined cottonseed oil 
Out of the 1952 crop the total purchases had been 784 million pounds. 
Out of the 1951 crop our purchases were 125 million pounds, 

The CuHarrmMan. Then you had some on hand before 1951 did you 
not, beeause you had a billion pounds on hand in the fiscal year 
ending last year. 125 million and 784 million makes about a billion 
pounds 

Mr. Beacu. That gives you 1951 and 1952, yes, sir. Then we had 
some crude oil, also, a very small quantity. 

The CHarrMAN. You had no market for it last year? 

Mr. Buacu. No, sir. 

Senator ELLENDER. May I ask a question? 

The CHarrMan. Yes 

Senator ELuenperR. Mr. Morse, we had quite a discussion here 
this morning. 1 would like to ask you this question: To what extent 
will this program affect the prices that the farmer is going to receive 
within the next 2 years, assuming that things are normal? Will it 
lower them or will it up them or exactly what will happen? 

Mr. Morse. For 1954 the present laws that are in effect will be 
carried out. 

Senator EL.LenperR. I understand that. I am speaking of 2 years 
after this proposed law. Can the farmers expect higher prices or lower 
prices or just what? 

Mr. Morse. We would expect their price position to be improved 

Senator ExLenperR. Improved? 

Mr. Morse. Yes, sir, over a 2-year period 

Senator ELLeNpDER. And they would get over 90 percent of parity? 

Mr. Morse. The present parity ratio is 91 percent 

Senator ELLENDER. Then they would get over 90 percent of parity? 

Mr. Morse. | would assume that this law would definitely work in 
that direction. 

Senator ELLenper. If that is true, why not leave it in the law so as 
to assure them that? 

Mr. Morse. Because we are told as a result of this study and 
examination and of the best judgments that have been applied to this 
subject, the judgment which Congress expressed in 1948 under a 
Republican Congress, reexpressed in 1949 overwhelmingly under a 
Democratic Congress, that a flexible price-support program was sound 
and should be allowed to go into effect 

That was among the first responses that we encountered in this 
study. Authorities said that was good basic legislation. The only 
trouble is that it has not been allowed to go into effect 

Senator Etitenper. | cannot for the life of me see why it is that vou 
would not at least assure the farmers of what vou think they are gomg 


tn cet. 
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In other words, it would be an encouragement to them. 

Mr. Morse. If we encourage, as provided in this law and this 
program, the conservation practices for acres that farmers will be 
encouraged to take out of production 

Senator ELLENDER. How can we encourage them? Will you pay 
them anything for that? Are you goimg to compensate them? 

Mr. Morse. ‘The Senator referred to that in introducing this bill 
and explained yesterday morning that the section inadvertently was 
left out of the bill and would be supplied. 

I think that will supply the answer. Let me further tell you why. 
The President has recommended, to take off the weight on the market, 
that reserves valued at up to $2% billion be insulated, removed from 
the market. 

I can assure you that doing that will have a very great effect on the 
farmer’s outlook and the prices that he will receive for the future 

Furthermore, may I follow that by saying that when you begin to 
give flexibility more of this surplus will move into consumption. In 
addition to that, up to $2 billion worth of commodities is taken off 
and insulated. You get more of this moving currently into consump- 
tion, as Senator Aiken has pointed out is the case with cottonseed oil 

Those are all strengthening factors in the market that will give the 
farmer a stronger market structure. 

Senator ELLenpeEerR. Of course, the supposition is that this $2 
billion of goods will be off the market, they will be gone insofar as our 
domestic consumers are concerned. Is that the assumption? 

Mr. Morse. Yes, sir. That will not be completely so because you 
cannot 

Senator ELLenpeER. | know, but it will be lost, it will be a charge 
against the farm program. I am here to point to you that if that 
amount of money, if that amount of goods, $2% billion is given away 
by the President, as he would have the authority to do, the losses for 
the next 2 years would be 2% times the amount lost in the last 20 years 


on the price-support program. 

Mr. Morse. On what do you base your statement that this would 
be charged to the agriculture program? 

Senator ELLENpDER. Everything else has been. 

Mr. Morse. It has not. 

Senator ELLenper. Everything connected with agriculture has 
been charged off. Senator Aiken put in a table yesterday showing 
that the last losses on the agriculture program, instead of being $16 
billion, was seven-billion-some-odd million dollars. I put in a table 
a few weeks ago showing that the losses on all the basics and nonbasics 
was $1,100 million. 

Mr. Morse. You picked out the Commodity Credit Corporation 
figure alone. 

Senator ELLenperR. That is the support-price program. 

Mr. Morse. No, sir; that is not. 

Senator ELLENDER. No? 

Mr. Morse. That is not. The figures speak for themselves, 
Senator. 

If the Foreign Operations Administration—I believe I am correct, 
and Mr. Beach can correct me on this—if the Foreign Operations 
Administration in economic aid uses agricultural commodities, the 
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Commodity Credit Corporation is reimbursed. Does that stand as a 
charge to Agriculture? 

Mr. Beacu. It does not show up in the Commodity Credit Cor- 
poration records on the price-support program except as a reimburse- 
ment to the Corporation. 

Mr. Morse. | can follow that on through. There are trsnsactions 
right along in which commodities are used that way. 

Senator ELLENDER. How can you change it from 1,100 million 
to 7 billion? 

Senator Youna. Would you follow through on cotton. I think the 
figure on cotton was about a billion dollar loss. 

The Cuarrman. During the 1930’s I think some of the producers 
were paid for not producing cotton, which was for the purpose of 
supporting cotton prices. 

Senator ELLENDER. As a war measure. 

The Cuarrman. This is back in the thirties. In 1940 the price of 
cotton was just slightly under what it was in 1932. 

Senator Youna. I worder if he could follow either cotton or the 
wheat program? They are both listed as costing over a billion dollars. 

Mr. Morse. Mr. Chairman, may I ask 

The CHAIRMAN. These charts are being mailed to all members of 
the committee this afternoon. You probably have them in your 
offices now. 

Mr. Morse. | am sorry that Mr. Wheeler, our budget man who 
prepared this—is not here. 1 can assure you i¢ has been done as 
carefully as our budget people could analyze the records. If my 
interpretation is in error I hope J may have the record corrected, but 
taking cotton, under the CCC price-support program the price sup- 
port—Mr. Beach, would you take this? 

Mr. Beacu. The way the cotton figures are shown on this table 
is this: for upland cotton it shows a gain on the price-support program 
from the inception of the CCC to date of $268.2 million. It shows 
a loss of a tenth of a million dollars on Puerto Rican cotton. It shows 
a cost of $41.4 million on the cotton export differential payments 
Those were payments made by the CCC to encourage exports. Then 
there was a gain of about $11 million on the cotton-rubber barter, 
which gave a subtotal for CCC price support of $237.8 million profit 

Under other programs there was an expense of $2,209 million on 
cotton, offset by miscellaneous receipts of $9 million, and processing 
taxes, net, of $247.2 million, leaving a total net figure for cotton, that 
is, the net expense, of about $1,564.9 million 

To break down that figure of $2,059 million, $12% million of that 
was on supply, foreign purchase, commodity export and other activ 
ities of the CCC; $348.9 million of it was paid from section 32 funds 
for removal of surplus agricultural commodities; $67.8 million of it 
was Federal crop insurance costs. The sum of $771.2 million re- 
presented acreage allotment payments under the agricultural con- 
servation program—8S21.1 million represented the cost of acreage 
allotments and marketing quotas, primarily. Then there were parity 
payments of $279.7 million and a small amount of cost in the retire- 
ment of cotton pool trust certificates. 

Under the Agricultural Adjustment Act of 1933 and related aets 
there was a cost of $416.7 million. 
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Senator ELLenpgER. What is that for? 

Mr. Bzeacu. I am not able to give you the answer immediately, 
Senator. I did not prepare this table. The Agricultural Marketing 
Act revolving fund—Federal Farm Board—cost was $140 million. 
That was on the Cotton Stabilization Corporation. I do not believe 
there is an explanation of that cost under the Agricultural Adjustment 
Act of 1933 in the footnotes, but I will check on it. 

Senator ELLenpreR. What does that show on cotton? 

Mr. Beacu. It shows a total for the Commodity Credit Corpora- 
tion programs of $237.8 million profit. All other activities and that 
profit together make a net of $1,564.9 million cost or loss. 

Those are all activities within the category of ‘‘Programs primarily) 
for stabilization of prices and farm income.” That is the category 
that is used. 

Senator YounG. Some of those programs were virtually relief pro- 
grams back in the thirties when farmers were completely broke. 

Mr. Bzracu. This covers all the activities beginning in 1932. 

Senator Youne. That is about all that the farmers had to live on 
during that period. 

Mr. Morse. I think it should be pointed out with reference to the 
costs back in the thirties, that because of increased prices and all, a 
great deal of additional costs have come into the picture since the 
1930’s. There was a lower price structure then, as you can well 
appreciate, so that there was less expenditure as compared with what 
it would be at the present level of prices. 

Senator Youna. While we are on that subject, Secretary Morse, 
I think in 1932 we exported only 11 million bushels of wheat, even 
though the farm price was down to around 30 cents a bushel. How 
do you account for that? Were we pricing ourselves out the foreign 
markets at that time with 30, or 40-cent wheat? That was the price 
at that time. Our exports dropped to practically nothing in 1932. 

Mr. Morse. That would depend upon world conditions, sir. Of 
course the foreign market is only one facet of our marketing of com 
modities. 

Senator Youna. Ninety-percent supports for soybeans in the past 
several years had not interfered with the good price for soybeans now, 
had it? 

Mr. Morsg. No, sir, they have not, and, of course, largely because 
the prices stayed above. 

Senator Youna. Is it entirely because of the foreign demand? 

Mr. Morse. No, sir. 

Senator Youna. What other factors? The drought? 

Mr. Morse. The demand here at home, the market here at home 
for our agricultural commodities, and their use in the United States 
far overshadows the export demand on most commodities, and 
certainly that is true of soybeans. 

Senator Younc. Exports of soybeans this year are far over pre- 
vious years, are they not? And the year before? 

Mr. Morse. I do not have that figure but it would still be small in 
comparison to the use in this country. 

Senator Youna. Is not export demand almost the entire reason 
why soybean provisions are so 


Mr. Morse. No, sir. 
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Senator Younc. What is it? 

Mr. Morssg. Soybeans are one crop that did not escape the drought. 
If you look at the prediction of the production of soybeans in Septem- 
ber, I think it was, and then the October report, you will see that the 
late soybeans got caught in some areas by the drought. As a result, 
production was quite “drastic ally cut. The other factor is that with 
the inventories of livestock and poultry, hogs, dairy cattle in this 
country, we have a tremendous demand ‘for proteins, protein meals, 
and soybeans are a primary source of proteins. With this short 
crop and the need for these proteins I think you will find the primary 
reason for the present soybean market. 

Senator Young. Soybean farmers could not step up their production 
very much without getting in trouble pricewise, could they? 

Mr. Morse. You have, of course, in cottonseed, soybeans, and 
flaxseed, competitive items so that you have to look at the protein 
and the vegetable oils together as a total picture. Under the market- 
ing quotas and acreage allotments as you know, cotton production 
would be cut back, and that cuts back cottonseed along with the 
lint. The farmers who need protein meal are going to need to look 
more to soybeans. It remains to be seen whe ther the production of 
soybeans is more than enough to make that adjustment. 

The CHarrMan. As a matter of fact, Mr. Morse, the high cost of 
proteins is one of the principal reasons, if not the principal reason, 
why the dairyman is in a cost-price squeeze today. As I understand 
from out feed mixers, they go into the open market and buy corn and 
wheat at 20 cents a bushel less than the support price today. They 
also use molasses. But when they come to the proteins they cannot 
get cottonseed up in the northern dairy areas because it is all being 
used in the South. And they have to depend on soybean meal and 
the price has gone so far over the support price and over parity I 
believe, that that has brought about a sharp increase in the price of 
dairy rations, which puts the dairymen in a more unfavorable cost- 
price position. 

Mr. Morsr. Yes, sir. The dairymen are very much interested in 
their feed costs. In many instances it makes up half of their costs of 
production of milk. 

Senator Ture. It is rather interesting to see the reactions to that 
point. I had a critic write me—a very good friend of yours and mine, 
too—in reply to a letter in which I had made mention of the cost of the 
high-protein feed we have to buy to supplement our home-grown feed. 
He snapped right back and said, “I won’t use that high-protein feed 
in my dairy ration, and you shouldn’t, either. Any good farmer 
should have grass silage and the like of that.” The only reason I 
mention that is to show what we are today faced with. We get 
all kinds of criticism. We even get criticism when we mention the 
high cost of these protein feeds in our dairy ration. 

Mr. Chairman, I realize that we are all laboring this point far too 
much. One thing keeps coming back into my mind. I worked a few 
years for the Federal land bank in the early thirties, and I sat and 
listened to thousands of farm families who bought their farms, paid 
for them, raised and educated their families and then, in the eve of 
their life, because of an economic condition in agriculture, the farm 
prices were so low the farms could no longer support them. 
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Corn was worth about 14 cents a bushel, oats were 8 cents a bushel. 
You could get more heat units out of a bushel of corn than you could 
by selling the corn and buying the fuel with the money that you got 
from the corn 

I saw farmers threatened with the loss of their property, some of 
them were already faced with a sheriff’s sale. From that day on I 
have concerned myself with some of these problems. 

[ cannot for the life of me see how a lower price will help the farmer 
because you could not get lower than 8 cents a bushel for oats as you 
had it in the early thirties, 14 or 15 cents for corn, and 35 cents for 
wheat. You could not get any lower than that, and yet the farmer 
was producing with all the ability that he could bring to his command, 
and he was working day and night in order to try to grow another 
bushel or another forkful of hay in order to have something more to 
sell. 

T saw that with my own eyes, and I sat there for almost 3 years and 
listened to the pleas of the farmer who said “‘ Let me have five or six 
thousand dollars on this 160 acres of land”’ in Nicollet and McLeod 
Counties in Minnesota, some of the best counties in the southern part 
of Minnesota. 

I will not be a party to undermining our price structure in a time of 
a crisis when we have a surplus of wheat and corn, a surplus of cotton, 
and a surplus of dairy products. You take the props out and the price 
has to go down to the next level that you establish. 

Mr. Morsz. Senator, I fully share your feeling and know from first- 
hand what you are talking about. All through the thirties I was 
working through about 20 States with distressed farmers, helping them 
to pay ‘off their mortgages where it was possible. I am proud of the 
fact, and I know you are, that we helped some of the farmers out of 
that difficult situation. 

Senator Tuyr. The Commissioner’s loan that was made available 
through an act of Congress became the second mortgage to the land- 
bank mortgage, which was to bail out those that had an obligation 
beyond the amount the land bank would allow. That act of the 
Congress was the most beneficial thing that was done for agriculture 
in the early thirties because it saved the farm and the man had his 
property when we got back into an economic condition that permitted 
him to meet his obligations. He could then offer his property for 
sale and realize enough to provide security in his old age. I think it 
was the best thing that the Congress ever did. 

Mr. Morse. I would like to follow that, if I may. I think the 
President and this administration have made it abundantly clear that 
the conditions of the 1930’s are not going to be allowed to be repeated 
as far as the farmer is concerned. Throughout his message, the Presi- 
dent in submitting this program has made it clear that the movement 
to this new program would be on a gradual basis, and that the Secre- 
tary of Agriculture should exercise such discretion as he is given to 
see that that takes place. We have in the program incorporated in 
this bill, and in the other items to be incorporated as we understand it, 
the very best safeguards against those conditions being reenacted and 
repeated. We are not going to prevent such repetition by continuing 
to pile up and pile up stocks. The Senate has acted on the bill in- 
creasing the borrowing authority of the Commodity Credit Corpora- 





GENERAL FARM PROGRAM 133 


tion from $6% billion up to $8% billion. We have made it clear that 
we need that amount to see us through 1954 crops alone. 

We see the effect of these big quantities hanging over the markets 
of the farmers and depressing prices. We want to get the surpluses 
removed and worked off of the back of the farmers so that these 
products are moving into consumption, instead of into storage where 
they hang over the markets. That is what this program calls for and 
that is what this program will accomplish. 

Senator Youne. Mr. Chairman? 

The CHAIRMAN. Senator Young. 

Senator Youna. I have one question, and I ask it in a way to bring 
out information to indicate that sometimes these farm programs are 
looked at ina bipartisan way. You donot need to answer the question 
unless you want to. I heard a report that you had siated on a Meet 
the Press program last fall that previous to your appointment you 
were a registered Democrat. Is that story correct? 

Mr. Morss. Previous to what? 

Senator Youna. Previous to your appointment as Under Secretary 
you were a registered Democrat? 

Mr. Morse. That goes back some years. I was very active in th 
1948 campaign. I was chairman of the Republican national farm 
committee in the 1948 campaign for the Republican Party. 

Senator Youna. In 1950? 

Mr. Morssz. In 1948, the Presidential campaign 

Senator Youne. How about 1950? Were you a registered Demo 
crat then? 

Mr. Morssz. No, sir. 

Senator Youna. So the story was not correct? You were a regis 
tered Democrat previous to 1950? 

Mr. Morse. I think at the time I was a Democrat there was no 
registration where | was living. 

Senator Youna. I just wanted to ask in order to correct some 
stories that I had heard. 

The CuarrMan. We have heard a lot of erroneous stories floating 
around the country. For instance, from your State, Senator Thye, 
I have had several letters lately purporting to be from dairymen 
insisting that they be authorized to use the old parity formula in the 
dairy price-support program. Of course that would reduce their 
parity price substantially. 1 am sure they have been misinformed, 
too, or they would not be making those demands 

Senator THyr. No doubt 

The Cuatrman. Mr. Loos, I wonder if we might take up the next 
section. It may seem like we are taking a long time on this but I do 
believe that title I of this bill has probably caused more discussion 
than the rest of the bill put together. 

Mr. Loos. I think so. 

The CuHarrMan. So I am not discouraged at taking this time, 
Possibly the witness may get discouraged. 

Senator Thye? 

Senator Ture. Mr. Chairman, next Monday morning I must start 
hearings on appropriations for the Labor Department, and following 
that for the Department of Health, Education, and Welfare and | 
will not be with you. 
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The Cuarrman. Could you be here tomorrow, Senator Thye? 

Senator Tuyr. Yes, I can be here tomorrow but I will not be with 
you after that because we have got those hearings and I am chairman 
of that subcommittee. Therefore I have probably imposed upon my 
good friend Senator Schoeppel here by keeping him from having an 
opportunity to ask any questions. 

he CuarrMan. I think that probably the key to the President’s 
program might be said to rest in title I, and if the Congress does not 
approve of title | then probably there will be little need of undertaking 
to work out the rest of the program. 

Senator Youna. I would like to say in line with what Senator 
Thye said that I will have to start agricultural appropriations hearings 
about the 15th of March or thereabouts. 

(Discussion off the record.) 

The CaarrMan. I hope that you can postpone those hearings 
until after the dairy people appear before the committee on the 15th 
and 16th of this month 

Senator Tuyr. That will not be next week. Next Monday is the 
Sth. 

The Crarrman. I might tell you what the schedule is. We 
felt we should have the Department first to explain the provisions of 
the bill, which we are doing—yesterday, and today. We have to- 
morrow and Monday if necessary on this, although I do not think 
we will take that long. Next week we have the Council of Farmer 
Cooperatives on Tuesday, American Farm Bureau Federation on 
Wednesday, National Grange on Thursday and the livestock people 
on Friday. The following week we have the dairy people. I have 
been trying to get to those key witnesses, you might say, although 
all witnesses are key witnesses in a sense. 

The Farmers Union has asked if we could wait until the end of the 
month to hear them, and we are trying to accommodate them. We 
are trying to get as many key witnesses as possible in before we start 
the agricultural appropriations hearing because there are, I think, 
five of us on this committee who would like to attend those hearings, 
too. I do not see how we are going to do it but we would like to. 
I would like to have Senator Young, particularly, and Senator Thye, 
free for the dairy hearings on the 15th and 16th, if you can possibly 
arrange it. 

Senator Tuyr. We will make it a point to be here. 

Senator Younc. You might make better progress if we stay away. 
We do ask a great many questions. 

The CuarrMan. We might make better time if we let the witnesses 
talk, but on the other hand we do get a lot of information from the 
questioning that goes on besides giving a lot of opinions. 

(Discussion off the record.) 

The CHarrMan. Mr. Loos, will you continue? 

Mr. Loos. I think we had discussed various outlets under section 
103 and perhaps I can summarize by saying that in general these 
outlets, with one principal exception, suggest uses which normally 
do not represent sales opportunities for commercial trade groups. So 
the dispositions of these types of outlets contemplate somewhat limited 
recovery of costs. 

Senator Scnorppet. Mr. Chairman? 
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The CuarrMaNn. Senator Schoeppel. 

Senator ScnHorppPe.. It was brought out this morning that there is 
a possibility, the way this measure is drawn, that the President could 
give away the entire $2\ billion worth of these commodities that are 
set aside. Obviously, I am not going to say that any President is 
going to be foolish enough to do that. But he does have that right 
and that authority under this bill. Now, since you gentlemen have 
been working on this matter, what can you give us in the way of 
enlightenment as to what is contemplated in the giveaway? 

Mr. Loos. Senator Schoeppel, | cannot give you anything that 
would be of any value as enlightenment. There are these various 
outlets. It depends on the extent to which it went into foreign trade, 
the extent to which it was sold for soft currencies and the extent to 
which it was given away. Iam sure there has been no effort—I will 
not say effort but there has been no progress made in getting any 
concrete estimate of how much is going into different outlets. It is 
improbable that all of it will be disposed of for quite a number of 
years. Of course, as you suggest, the maximum loss would be the 
full amount, but we certainly hope it will be much less than that. | 
do not think it is possible at this time to give anything that could be 
even called an informed guess as to what the losses would be 

Senator ScHonPPEL. I| quite agree that that is possibly the situation 
I do not want to go out from this hearing wondering whether we are 
going to give away $2} billion worth of these types of commodities that 
are frozen in here, or insulated. If it is generally known or thought 
that we were going to give away, in the foreign markets or into the 
foreign areas, a tremendous amount of this, then I am quite sure our 
losses would be considerably greater, because then they would not buy, 
they would not want to issue their currencies for it; they would not 
want to make trades or barters on it. Sol think we are going to have 
to face up to that some way. 

I recognize that the President heretofore, under certain conditions 
that have developed around the world, has exercised his authority 
and has given away some of these suprluses to very fine advantage, 
and probably was a great factor in assisting our overall world program. 
I do think if the impression is out, or if it would get out that because 
we have these insulated off we are going to give them away; we are 
going to get into trouble in the foreign market. That is my feeling 
I do not pretend to be an expert. 

Mr. Morss. Mr. Chairman? 

The Cuarrman. Mr. Morse? 

Mr. Morse. If I may again speak to that: | think it is fine that you 
are bringing this into the record. I want to assure you that in the 
discussions and considerations leading up to the development of this 
set-aside, that there was no contemplation that it would all be given 
away by any means. It was contemplated that there would be sub- 
stantial recovery. 

The CHarrmMan. I might suggest, Senator Schoeppel, that in this 
section 103, item (1), ‘Transfer for foreign aid purposes, including 
disaster and other relief purposes outside the United States, to the 
extent not inconsistent with other legislation,’ | do not know to what 
extent it would be inconsistent with other legislation. I would sug- 
gest that we ask the committee counsel to make an investigation of 
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that point and see what restrictions might be placed upon the Presi- 
dent’s action by other legislation. 

Also, you have a bill which passed the Senate last year and is now 
being considered by the House. It is entirely possible that if that bill 
passes, the President could not perform any operations inconsistent 
with that legislation. Atleast it may be written that way. 

Mr. Loos. That is what we had in mind, Mr. Chairman. I would 
say that whatever he did would be outside of any other program. 

Mr. Loos. As an example, with laws on the books now, it would be 
inconsistent to prevent use of this method. One, the Mutual Defensi 
Assistance Control Act of 1951 would prohibit assistance to countries 
engaged in certain tvpes of trades with Russia and countries under its 
domination. We feel that if this means that unless some other law 
prohibits the particular transaction, it could be done under this gen- 
eral broad authority. 

We anticipate that in your bill, Senator, which has passed the Se nate 
and is now pending in the House, that it may well be that the Con- 
gress may see fit to write certain restrictions in there upon the quanti 
ties or the circumstances under which donations can be made. If 
those are written in there then to be consistent with that we will 
have to observe those qualifications and restrictions. We antici- 
pate—our study has indicated that there are not many restrictions 
existing today on this authority and the principal restrictions w« 
would expect would be in connection with your bill, Senator Schoeppel 

Mr. Loos. The correction of these set-asides, Mr. Chairman, con- 
sisting of these specific commodities, and the adoption of these disposal 
standards it should be understood will not in any way affect the 
authority of the Commodity Credit Corporation to dispose of quanti- 
ties in its regular inventory and not included in the set-aside. The 
more liberal provisions of this bill will not apply to the commodities in 
the regular inventory of the Commodity Credit Corporation and con- 
ve rsely the restrictions in the present law with respect to disposal by 
the Commodity Credit Corporation of its regular inventory will not 
apply to the disposal of the set-aside. 

I mentioned an exception. I said that most of these methods were 
outside the regular channels of trade with one exception, the principal 
exception, and that is the unrestricted sale at 105 percent of parity. 
That is intended to allow an escape from the set-aside if we have a 
real shortage so that the prices rise to a point where these commodi- 
ties in the set-aside can be sold at 105 percent or more. They do 
not have to be sold at 105 percent but they cannot be sold at less 
than 105 percent of parity. That means parity as it exists at the 
time of sale. 

Senator ELLeEnpeER. That is in accordance with the present law’ 

Mr. Loos. No, sir; the — law with respect to commodities 
in the regular inventory is 5 percent in excess of the support level. 
This is 105 percent of parity. The support level if it is 105 percent 
would mean 100 to 105 percent of the 90-percent-plus carrying 
charges. So this is a much higher price objective, a much higher 
price standard than the present limitation of section 407 on sales by 
the Commodity Credit Corporation of its inventory. 

Senator ELLENDER. Would it not make it more difficult for the 
Commodity Credit Corporation to dispose of some of the surpluses 
that it has an opportunity of selling? 
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Mr. Loos. Yes, sir; that is its mtention Unless the price were 
placed higher than parity, it would never be possible to get any 
insulation against these set-asides. The depressing effect on the 
market, would not be removed if there were not some restriction on 
the price at which they could be generally sold in the domestic market 

Senator ELLENDER. Suppose there were a shortage in wheat and it 
would be necessary to replenish the market with wheat that the 
Commodity Credit has on hand. Are we to understand that that 
wheat could not be sold unless 105 percent is obtained? 

Mr. Loos. That is right 

Senator ELLENpER. And today it would be how much? Ninety 
five? 

Mr. Loos. Today it would be 95 percent of the support price. The 
Commodity Credit Corporation can sell anything out of its regular 
inventory at a price 5 percent in excess of the 90-percent-plus carrying 
charges. ‘This is at 105 percent of the parity price. 

Senator Evtenper. This then would have the tendency of making 
the Commodity Credit Corporation sell greater at the market place 
and thereby cost the consumer a good deal more. 

Mr. Loos. It would mean that the commodity set-aside could not 
be sold until the price had risen to a higher figure. 

Senator ELLENDER. I thought you said the 105 applied only to 
Commodity Credit Corporation goods, owned by them, and not what 
is in the set-aside? 

Mr. Loos. No. ‘The 105 percent of parity applies—this provision 
in this bill—to the commodities in the Commodity Credit set-aside 
If wheat is put in the commodity set-aside it cannot be sold out of 
that until the price gets to 105 percent of parity. 

Senator ELLENDER. How about other things? 

Mr. Loos. If it is in the regular inventory, it can be sold when the 
commodity price gets to 5 percent above the 90-percent support level. 

Senator ELLnenpeR. That is what I asked you awhile ago. Th 
law as to that is not changed? 

Mr. Loos. No, the law as to that is not changed. 

Senator ELLENDER. You misunderstood me or maybe I did not 
make myself clear. The law as to the wheat and commodities owned 
by the Commodity Credit Corporation is unchanged? 

Mr. Loos. That is right. Section 407 is not changed. 

Senator Scnomppre.. Mr. Chairman? 

The CHarrMAN. Senator Schoeppel. 

Senator ScuorepPe.. Mr. Loos, | would like to ask, before we leave 
this section, with reference to the disposition of the set-aside, has 
there been any discussion or any overall figure placed—1I know it is 
probably a judgment figure—as to what amount of this set-aside 
could be exchanged for foreign currencies? Have there been any 
studies made? Do you have any judgment on that? 

Mr. Loos. I have none, Senator Schoeppel. It may be that other 
representatives of the Department know something about it. 1 have 
participated in no such studies. 

Senator Scuorpret. Mr. Morse? 1 recognize it is probably a judg- 
ment factor. 

Mr. Morse. That has not been reduced, so far as I] know, to any 
definite estimate. There is a feeling, as you know, that more can be 
accomplished along that line and to the benefit of friendly countries 
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Mr. Loos. In answer to a question earlier in the day by Senator 
Thye, I have already commented on section 104 which authorizes 
rotation of the stocks in this commodity set-aside, and, as we pointed 
out then, it authorizes rotating but not revolving. 

I want to point out that when we say “such sale to be offset by 
purchase of the same commodity in a substantially equivalent quan- 
tity or substantially equivalent value’ we mean that same commodity 
out of future crops, not necessarily limited to 1954 or earlier crops. 
As you will remember, section 101 limits the commodities that can be 
included in the set-aside to those coming from the 1954 or earlier 
crops. But when you rotate, we would mean to allow wheat or cotton 
from the 1955-56 or whatever crop may be purchased to offset the 
sale of something in the commodity set-aside. 

The CuHarrman. Mr. Loos, what would you think of having a 
limitation there as to the price you could pay in replacing these 
commodities, similar to the small amounts bill which we passed 
through the Senate the other day, providing that you shall purchase 
more of the commodity to offset the amount sold but prohibiting your 
paying more than the support level for it? 

Mr. Loos. Mr. Chairman, we considered that, and we felt that 
that would be unwise for this reason: That if you have a price just 
above the support level, or just up to the point that you suggest, 
whatever the provision was in that bill, that then if you have this 
tremendous quantity in the set-aside that is available for sale through 
rotation on the market at that lower price, it pretty effectively removes 
the insulation. 

The Cuarrman. I think you are right because if the objective is 
100 percent of parity in the market price and you were prohibited 
from buying at more than the support level, you might get the price 
stuck somewhere near the support level and it would not be able to 
get up near 100 percent of parity. 

Mr. Loos. You might get to the point where you had a large 
quantity that you wanted to rotate. If you did and threw all that on 
the market at this low price it might knock down the price which is 
the thing we are trying to prevent its doing. 

Senator ELLenpER. The main purpose of that section 104, as I 
understand it, is that if any commodity or any part of it begins to 
deteriorate, or it is anticipated it might deteriorate in 6 months, you 
are going to permit the amount you think will deteriorate to be 
placed on the market and you purchase back a like amount so that it 
will not disturb the prices. 

Mr. Loos. That is it exactly. It puts it back at the market price. 
We do not think we ought to have any limit placed on that. Of 
course if it gets above 105 percent of parity, we sell it. Wedo not have 
to purchase back. 

The CHarrMan. The need will be indicated if the market price gets 
above 105 percent. 

Mr. Loos. Section 104 also clarifies the fact that the price and 
disposition provisions of this title are complete in themselves, and by 
reason of the fact that we under section 104 (b) make inapplicable to 
the commodities and the commodity set-aside the limitations in the 
present act, particularly section 407 on sales by Commodity Credit 
Corporation of its regular stocks. 
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Section 105 we have already discussed, I think in sufficient detail. 
That is the one that permits, or requires, | should say, that with 
respect to wheat and cotton for which price-support formulas are 
provided by the statute, that, in making computations under those 
formulas, the set-aside shall be excluded for purposes of the price- 
support level. But it is limited to the price-support level, and they 
are not excluded for purposes of marketing quotas and acreage 
controls. We have already discussed t'\« provision which authorizes 
the Secretary, until such times as the set-aside is completed, to exclude 
from the computation such amount bet..een the minimum and maxi- 
mum as he determines to be desirable in making its computations with 
respect to 1955 crop supports. 

Senator ELLENDER. To what extent will the set-asides be considered 
in fixing the marketing quotas and acreage allotments? 

Mr. Loos. It will not have any consideration at all 

Senator ELLeEnpER. None whatever? 

Mr. Loos. No, sir. 

Senator ELuenper. That is the intention? 

Mr. Loos. That is the intention. Perhaps my statement is subject 
to a double interpretation. 

Senator ELLENDER. | thought so. 

Mr. Loos. We do not exclude the set-aside when we come to figure 
the supply level on which marketing quotas are required. 

Senator Ettenper. What is that? 

Mr. Loos. When we come to determine what the supply level is 
for purposes of determining whether marketing quotas must be 
proclaimed 

Senator ELLeENpER. You do not exclude set-asides? 

Mr. Loos. We do not exclude them We include them in the 
supply. 

Senator EL_uenper. So that this morning when I deducted the 
4 million set-aside, it will be included in it before you determine 
marketing quotas or acreage allotments? 

Mr. Loos. Yes, sir. 

Senator E.tenper. And that will worsen it, won’t it? 

Mr. Loos. | do not think it will worsen it 

Senator ELuenpER. | do not see why 

Mr. Loos. It will mean that we will exclude the set-aside for 
purposes of price-support level and that will tend to get a higher 
support level under the scale. 

But when we come to determine whether we shall have acreage 
allotments and marketing quotas, we will include the amount in our 
computation. 

Senator ELLeNDER. You would include it then to determine whether 
or not we will have marketing quotas and acreage allotments but ex- 
clude it in what respect? 

Mr. Loos. For computing the price-support level under the scale. 

The CHarrmMan. You would have to consider it in figuring the 
amount necessary to be produced in order to obtain an adequate 
supply. 

After you once got out of controls, you would certainly have to 
consider it. 

Mr. Loos. After you once got out of controls? 

The Cuarrman. Yes. 
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Mr. Loos. I am afraid I do not follow you. 

The CHarrMan. You could not forget it was there, probably. You 
could not forget it if the supply was short enough so that the market 
price went to 105 percent of parity. You could officially ignore it. 

Mr. Loos. For the purpose of computing the price-support level 
we could ignore it. But for the purpose of computing acreage allot- 
ments and marketing quotas we would treat it just as though there 
was not any set-aside. 

The CuarrMan. I think that is clear. 

Senator E.Lenper. That would mean, then, with the enormous 
supplies of wheat and corn and cotton that we now have on hand, that 
the farmers of the country could expect to have marketing quotas and 
acreage allotments for quite a while. 

Mr. Loos. Yes, that is true. 

Senator E.tenperR. I understand that. The next point 

Mr. Loos. That will be quite probable, particularly in the case of 
wheat; until such time as the set-aside of wheat was disposed of we 
could probably anticipate there would be marketing quotas. 

Of course, acreage allotments on wheat and corn are required 
annually regardless of supply. In the case of corn, this bill proposes 
to repeal the marketing quotas on corn so there will be only acreage 
allotments on corn. 

In the case of cotton, as long as there was a substantial quantity 
in the set-aside the probability is that supply would be such that 
marketing quotas would be required longer than would be the case if 
we did not have that requirement. 

Senator ELLenperR. The idea that you have in mind, that the 
Department has in mind, those who worked up this scheme, is to 
continue to curtail the production until this surplus, this enormous 
surplus that we have, is dissipated? 

Mr. Loos. To the extent that that may be required by the formulas 
for acreage allotments and marketing quotas. 

Senator ELtenper. Why couldn’t the same goal be attained under 
the present law if we were to continue it? 

Mr. Loos. If we were to continue the 90-percent mandatory 
supports? 

Senator ELtenper. Yes. Why couldn’t you? I do not see why 
it could not be done. 

Suppose we put this gadget No. 1 that you have in here, this set- 
aside order, just leave that. 

In other words add that to the present law. Why wouldn’t it be 
possible for the Department to work off these surpluses in the same 
manner that would be possible under the present program? 

Mr. Morse. May I speak to that? 

The Cuarrman. Mr. Morse. We understand that you are the 
policy man here; Mr. Loos is the legal authority. 

Senator ELLENDER. I| was trying to find out. 

The CuarrMan. Mr. Morse can probably answer it better. 

Mr. Morse. This set-aside program, Senator Ellender, is to deal 
with the situation of surplus that has accumulated and is a one-time 
operation. 

Senator ELLENDER. Accumulated how? The surplus? 

Mr. Morse. Yes, all of those surpluses that have accumulated 
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Senator ELLeNDER. Within the emergency. That would have 
happened just as well with the flexible-price program - 

Mr. Morse. No, sir. 

Senator ELLENDER. Why not? 

Mr. Morse. Because of the factors that we have talked about. 

Senator ELLENDpR. Senator Young pointed out today that the 
order was to proceed and grow to the limit these various commodities. 

He read it into the record this morning. And it was an order that 
was issued from higher authority on the basis, as I recall it, that lots 
of food would win the peace and everything else. And the farmers 
in good faith proceeded to plant to the full limit. 

Mr. Morsr. Yes, sir. 

Senater ELLenNpER. How differently would it have worked under 
this program? 

Mr. Morse. Let’s go back to the beef situation, Senator Ellender. 

Senator ELLENDER. No, let’s go to the basics. Let’s go to the 
actual basics. 

Mr. Morse. The same principle applies under beef. It was held 
under price controls until price ceilings were removed a year ago in 
February. When price controls were eliminated the ssich adjusted 
beef moved into denuneusinel Under the proposal 

Senator ELLENDER. With much lower peleds to the farmers? 

Mr. Morse. Yes, sir 

Senator E.uenpeEr. As I see it, the goal will be to mean lower prices 
to the farmers. 

Mr. Morse. For 2 years before we came into office the price decline 
had been under way. As against a 10-point drop the parity ratio the 
year before we came in, there has been a 2-point drop since. 

Senator ELLeENDER. That is because the war in Korea was not as 
bad as was expected. We thought at the time that we might get into 
a global war, I presume. That might have had some effect. When 
the orders were given in 1950 and 1951 to plant and plant and plant, 
the anticipation was that it might be worse than it really turned out 
to be. 

But just as soon as things were determined to be not as bad as 
expected, of course the use for food and fiber was not as great in 1952 
as it was in 1950. 

Mr. Morse. Until the production adjusts to consumption under a 
more flexible price-support mechanism as proposed, it is contemplated 
that the present provisions of the law should remain just as they are, 
as far as calling for acreage allotments and marketing quotas 

Senator Young. Will you yield for a question at that point? 

Senator ELLENDER. Surely. 

Senator Younc. Just one question. What does the administra- 
tion plan to do with respect to wheat quotas for next year? Do you 
plan to let it drop to 55 million acres as it would under the law now? 

Mr. Morse. That has not been determined. This set-aside is 
proposed in contemplation that there would be a workable program 
that would not repeat the present situation in which we now find 
ourselves. 

Senator ELLeENpER. Couldn’t that be eliminated just the same, 
Mr. Morse, by imposing acreage controls under 90 percent of parity 
program as under the flexible? You could work it just the same 
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What is going to happen, as I stated this morning, is that you took 
vour beef program as an example. Of course prices went down. 
The farmers are now suffering from it. But the consumer is not 
benefiting very much. 

The way I figure this in respect to wheat, in respect to cotton, in 
respect to any other commodity that is now in heavy supply, the 
producers of those commodities suffer the same fate as the cattle 
people have. 

Mr. Morss. I think you will find that the cattle 

Senator ELuenper. Am I right? 

Mr. Morse. I think you will find that when the cattle people 
testify, they will say that when their price was turned loose and these 
fetters that were imposed on them were taken off and the price was 
allowed to adjust, that their product began to move into consumption 
They were then getting a healthy cattle situation; consumers are 
buying and farmers are getting the price which consumers are paying. 

It is moving into consumption and in the long run—and I say again 
that this work and the adjustments that are in here are on the basis 
of what is for the long-term benefit of the farmers of this Nation. 
You and I are both interested in the same thing; we want more pros- 
perity for farmers—this will give it to them. 

Senator ELLenprerR. You think that the same yardstick can be 
applied, let’s say, to cotton or to wheat where a difference of 4, 5, 6, or 
even 15 cents a bushel will not make a bit of difference on the price 
of a loaf of bread? 

You can’t reflect it in that and you know that. The same thing 
applies to cotton. Cotton can go down 15 cents a pound and you are 
going to pay almost the same price for the shirt that you have on 

Mr. Morssz. Do you think that when cotton in this country went 
to the point it did after the Korean war it had any effect on the future 
cotton markets? 

Senator ELLeENDER. You mean on the finished product? 

Mr. Morse. I am speaking of the effect of price on our foreign 
markets for raw cotton. 

Senator Extenper. I am talking about the finished products 
You talked about getting things into consumption now, the beef. | 
am using your beef example. You said that by taking the change 
from the hands of the cattle producers and letting prices reach their 
level that in that way you would get more consumption and the beef 
people in the long run will fatten up. 

Do you mean to imply the same principle to cotton and to wheat 
and dairy products and commodities of that kind? 

Mr. Morse. Yes, sir. The price historically has always either 
moved more or less of the products, according to price movements 
over a period. We think that economic laws still hold, that we will 
sell more with price adjustments. We think that instead of buying 
up these products because they do not move into the markets, that 
if the products move currently into consumption with normal carry- 
overs, that the farmers’ markets will be stronger, better, and farmers 
will prosper. 

Senator ELLENDER. And they will get a greater percentage of parity 
than if you guarantee them 90 percent? Is that your idea? 

Mr. Morse. Senator, are they getting 90 percent of parity with 
90 percent supports now? 
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Senator ExueNnpeR. In most cases; yes, sir. 

Mr. Morse. I beg your pardon? 

Senator ELLENpDER. It was brought out yesterday. 

Mr. Morse. The record will speak for itself. 

Senator ELLENDER. If it were not for the fact that you had those 
90-percent guaranties, support prices, there is no telling what the 
wheat would have sold for. 

Senator Youna. That is right. 

Senator ELLENDER. Instead of selling for 82 or 80 percent of 
parity it might have gone down to 50 percent of parity. 

The CuHarkMan. | am afraid if it had not been for that 90-percent 
support you would not have found millions and millions of bushels 
of wheat now being grown in the Northeastern part of the United 
States, including a thousand acres in my own State today, where 
there was not any grown up to 2 or 3 years ago 

Mr. Morse. Yes, sir; and further, Senator, of the wheat that was 
grown up there, in the area where you have to ship in corn, a lot was 
fed after it was grown there. It was not stored in the Government 
bins as it now is in that area. 

Senator Youna. Let me ask a question on that point. If farmers 
stop growing wheat, what other crop can they profitably grow? 
Say in Virginia. If you lower the price enough, what are the farmers 
going to produce? Dairy products? 

Senator ELLENDER. Senator Young, they are going to eat more 
bread. That is his answer. 

Mr. Morse. Farmers have a number of choices. Farmers fed 
more wheat before we had this present price structure 

Senator Youna. What are they feeding in place of the wheat now? 

Mr. Morse. A variety of products 

Senator Younc. What? ‘Thing they feed are grown on the farm, 
are they not? Other things are 

Mr. Morse. Yes, sir. 

Senator Youna. Unless you import them 

Mr. Morse. That is right. They are feeding what they grow. 

Senator Youna. I think we are on the most debatable subject in 
agriculture. Certainly you cannot entirely ignore the law of supply 
and demand. I do not think your change to flexible supports will 
affect the production of most farm commodities one iota. Let me 
give you an example: My youngest son lost quite a lot of money last 
year farming. Last year he fed 45 head of cattle. He wanted to 
make up his losses this year, so he doubled up and is feeding 85 this 
year. ‘That is often the case. 

The Cuarrman. How will he come out this year? 

Senator Youna. I] think he will make some money and we have 90 
percent supports on the corn he feeds. 

Mr. Morse. You will see that multiplied time and again. Where 
you permit the market to have some flexibility to bring about adjust- 
ments, the farmer’s opportunity for profit is improved instead of 
diminished. 

Senator Younc. What would be the situation now if corn had been 
lowered 50 cents a bushel last year? All these city farmers would have 
stayed in the cattle business or a great majority of them and the day 
of reckoning would have been a little further off. We would have had 


rown on the farm 
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a bigger supply of beef than we now have. I believe we still have a 
surplus of cattle. 

Mr. Morse. We have today the cumulative effects of several years. 
We are looking at a farm program for the benefit of farmers not over 
6 months or a year but over a period of years 

If you want to talk about a farm program for 6 months or a year, 
as I understand it, it is not before you. This is an attempt to get 
our farm programs on a basis that will give farmers more prosperity 
over a period of years 

Senator Youna. If farmers were in a better shape to take the jolt 
of lower prices to get into the readjustment period 

Mr. Morse. Senator, there will be no jolt. The President, in sev- 
eral instances, if you read his message, has pointed out that there will 
not be jolts. 

Senator Tuy. You cannot say this about dairying, according to 
what you are advocating. 

Senator Youna. Let me give you the figures on wheat. 

Mr. Morse. May I say this, before we leave the dairy question 
Let’s see the record that is written on dairy prices, as we move. past 
this new period, what the level of prices of dairy products is in the 
coming months. 

If you pick out a segment of the dairy industry you are talking of 
one thing. If you pick out the total dairy picture you have another 
situation 

Senator Toye. Mr. Morse, you directed that reply directly to me 
I will take manufactured dairy products. I will not take a market 
that is controlled by a Federal milk-control order and wherein the 


market, regardless of what you do, will not reflect within the first 6 
months or possibly the first year any change because they would 
have to publicize a hearing, conduct a hearing, go into a judicial 
session and determine the results of the hearing, and then come out 
and make an announcement. 

You could establish a 6-month period of time and then throw that 


at me, saying “I told you that it would not reflect much change. 
But if I took the price of milk for manufacture in the surplus-producing 
area, Wisconsin, Minnesota, North and South Dakota, Lowa, and parts 
of Illinois, you would find a very drastic change as soon as this price 
support is altered from 90 down to 75. 

[ cannot help but answer you that way. I say further, as a closing 
remark, primarily you have only one method of reducing your surplus 
in the next year and the following year. In the event our crop con- 
ditions are comparable to the last 2 years, short of a reduction in the 
overall acres you will not get it any other way. There is not a farmer, 
even though the price would be reduced, who could turn to one con- 
ceivable farm enterprise, except pork, to make any material difference 
in his income, because they are all in surplus—dairy is, wheat is, corn 
is, flax is, cotton is, barley is, oats is. 

Every last one of them is in surplus and you could not advise me 
to turn to a thing today except pork, and I could not turn to pork 
until my sows had farrowed another litter of pigs that I might have 
them to feed. It is just that simple. 

So I could not follow you, Mr. Secretary, when you tell me to divert 

a flexible price means because I would not know what to turn to 
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I would not know which way to go except to pork | could not go to 
dairying. I am already distressed 1 could not go to oats, barley 
that is distressed | could not vo to corn: it 1s distressed There is 
only one way, Mr. Secretary, and that is to reduce the overall acres, 
and then conceive a good program of putting it into legumes and let 
that legume build fertility and deny grazing or seed crops on that land 

Mr. Morse. The same diverted acreage and adjusted acreage prob 
lems, however, helped by the conservation provisions which would 
be extended to farmers, would be in the picture as of today under this 
proposal 

Senator Tuyt We have had favorable production and we have 
had a lot of acres in crops. We have produced more than our market 
can consume and what our exports will tak« Until such time as we 
reduce that potential and reduce our surplus, you are going to have a 
problem and I do not care if you knock it down to 60 percent of sup 
ports, you are going to have a problem because you could not direet 
Mr. Young, Mr. Aiken, myself, or anybody else where to go and pro 
duce where we would not aggravate an already existing surplus 

You have to get your acreage and total overall production down, 
and that is the only answer that Lsee. lL want to be with you and help 
you but commonsense tells me that I could not advise my neighbor 
what to do in the next 6 months, except to go to pork, and that he 
cannot do until he gets a litter of pigs to feed 

Mr. Morse. We expect a lot of them will turn to soybeans, don’t 
we, Senator? Of course we come back to the fact that this mechanism 
for adjustment remains, and I quite agree with you that we have to 
work out of this problem by using that mechanism 

Senator Tuyr. It is surplus that we are confronted with. The 
first approach to that surplus has to be on reduced acreage. That is 
the only thing. We might just as well be practical. We want to be 
just as fair with you, and Lam not trying to put myself up as a person 
who knows more than you because I do not I do not know as much 
about the agricultural problem as George Aiken as far as that is 
concerned. 

The CHarrRMAN. Senator Thve would you reduce the dairy output 
the same way rr Would you depend on reduced acres to reduce the 
dairy marketings? 

Senator Tuyr. No. The dairy markets cannot be reduced in the 
same manner that you reduce corn and that you reduce oats and wheat 
and barley and cotton, because there you have a positive acre unit 
that you eliminate, and barring unforeseen weather conditions, you 
are naturally going to reduce. With the cattle proposition you have 
a different thing. You have a live animal which you can neither 
partially shut off nor can you do anything except dispose of her 

Therefore, the producers, if they dispose of 10 percent of the dairy 
herds of this Nation, would aggravate the whole situation to a point 
where you would have a depressed condition so far as poultry and 
and beef are concerned. Remember this, that you did a great deal to 
stiffen the beef market last year by buying some of that cheap canned 
beef that went into some international programs. So don’t give all 
the. credit to the free market that had an influence over that beef 
price. 

Mr. Morspr. We are voing to have to continue to use such mecha 
nisms 
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Senator Tuy. I would say as far as the dairyman is concerned, 
Senator Aiken, if you go at it in a practical manner, if you reduce your 
wheat, corn, and cotton and don’t put a limitation on what you are 
going to do with those diverted acres, you are just going to aggravate 
it and have a headache in a new spot. You are not going to have 
the old headache, but you are going to have a new one. So the 
only way that I can see out of it is that you take the diverted acres, 
whether it be wheat or corn or cotton, and you make the producer 
put that into a soil-conserving practice and do not permit him to 
harvest either legumes in the form of hay or harvest it in the form of 
grazing it, nor take the seed crop off of it. 

If you do that and make that clover fall back to the earth and 
replenish the fertility of that land, you are going to assure future 
generations fertile acres to till. If you don’t do that you are still 
going to have surpluses, in my humble opinion. If you conserve the 
amount of legumes by denying the grazing of that surplus acreage, 
you are soon going to shorten the amount of dairy production because 
you are going to limit the type of roughage that the dairy cow can 
easily consume. 

Those are factors that I think you will awaken to as you start 
making the application out in the grassroots of the Nation, because 
you know what human nature is. If he can’t grow the corn and he 
can’t grow the wheat, the farmer is going to grow soybeans, or he is 
going to grow something else in the form of a feed crop. You can 
take barley and oats and fatten a hog or use it as dairy ration and let 
your corn go under seal. There is no question about it. You have 
to get that acre out of tillage before you are going to solve the surplus 
problem that you have, unless the Lord takes a hand and does it for 
you. He can if you get a major drought on your hands. I am 
sorry, I am preaching here and I beg your pardon for it. 

Mr. Morse. We are certainly in agreement that we want a program 
to work toward soil conservation. 

The CuarrMan. To assure the success of any program, flexible or 
rigid, isn’t it necessary to have the compliance of the farmer with 
acreage goals? 

Mr. Morse. Yes. 

The CuarrMan. If he refuses to comply, it is difficult to make any 
program work. I know the dairymen as a whole have felt, and they 
have been told, that if they could reduce price supports on grain to 
75 percent of parity, that they would be doing much better. Unfor- 
tunately that isn’t so because the grain which goes into dairy rations 
today is not selling for 90 percent of parity at all. They are caught 
in a squeeze because every one of them is carrying 3, 4, or 5 more 
head of cattle than his place will carry and he has to buy feed for 
them. 

On the other hand, he is pushed into that because with the expensive 
facilities in barns and equipment that he has to have today he can’t 
afford to set up with a small number. So we have one problem 
telescoped into another. 

Senator Young? 

Senator Younc. I have just one question which was not answered 
for me. The question is with respect to the joint House-Senate 
economic report. Do you have any comment on that? Do you 
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know what their recommendation is, as to the 90 percent supports 
and the lowering of income? I read that to you. Have you read 
the report? 

Mr. Morse. I have read portions of it, at the time it came out 

Senator Youna. Here is part of it 
Whatever the merits of flexible support and modern parity may or may not be, 
as a long-run program, it is questionable whether their contribution at this time 
will act to sustain farm income in the months immediately ahead when the threat 
to our economic stability is so generally recognized. On the contrary it seems 
likely that the proposed shift to modernized parity at this particular time would 
be an unnecessary and disrupting factor. 

In other words, they think the lowering of price supports now would 
seriously affect the economy. 

Mr. Morse. Senator, as we know, the present law runs through 
1954. We do not start the shift to modernized parity on the four 
crops that remain under the old parity until a year later. They refer 
to the months ahead and then referred to modernized parity. It is 
almost 2 years before we even start. 

Senator Young. Modernized parity, but on price supports that 
would be effective next year. 

Mr. Morse. Yes, sir. Effective starting the first of the 1955 crop 
year. I again point to the fact that the President’s message, which 
this would implement, is not contemplating major adjustments. 
This transition will be made as a transition. 

The CHarrMaNn. I am sorry to say that I don’t give quite the cre- 
dence to the Joint Economic Report on Agriculture that you do, 
Senator. I happened to attend the hearings by invitation of someone, 
and never found out who, and I found that the dependency for advice 
apparently rested upon three persons: Mr. Louis Bean, whom we 
have had in attendance here and who was Secretary Brannan’s princi- 
pal election prognosticator, and weather predictor; Mr. Kenneth 
Galbraith, one of the most ardent Government-controllers that we 
have ever seen in Washington, being the Director of the OPA during 
World War II, and a young professor from the University of Nebraska, 
who I understand is something of a controversial figure out there but 
who had been given a citation by the Farmers Union for performance 
over and above the line of duty. 

Senator Youna. But this report was approved by 12 of the 14 
members and there are some rather conservative members on the 
committee: Congressman Wolcott, Senator Carlson, Senator Gold- 
water and others who approved it. 

The Cuarrman. I certainly wish that the members of the committee 
had been present that day and had a better realization of the situation. 
Not that these people were not entirely sincere—they have an entirely 
different point of view, a different philosophy. They believe in 
vesting power in the executive branch of Government to a greater 
extent than most of us do, I am sure. It is just a question of view- 
point. I give them full credence for their sincerity in believing what 
they preach. But Professor Norton, of Illinois, who I believe sup- 
ports the President’s program, was hardly asked a question. 

Mr. Oris Wells was on the stand for about possibly 60 seconds, 
just long enough to say that he did not think there would be mue h 
change in the agricultural situation this year from last; and a young 





148 GENERAL FARM PROGRAM 


man from Michigan State College, who was only invited to testify 
on the foreign situation as it relates to agriculture. The three prime 
witnesses were known advocates of Government controls. 

Senator Young. They must be better salesmen than I am, 

The Cuairnman. I don’t want to cast any reflections on them, but 
their views were well known. Just who made up the panel—l 
wouldn’t want to put my thoughts on that in the record, although 
I have a fair idea of who did. I don’t give that report any credence 
at all because it was based on testimony by people whose views were 
known to be directly in conflict with the administration, supposedly 
the majority party of Congress. I do give them credit for their 
views. I give most all of these people who advocate 90 pereent and 
100 percent price supports permanently full credit for being sincere. 

Of course 100 percent price supports means a completely totali- 
tarian government. Ninety percent when needed does not, because 
it gives leeway for private industry to come into the picture. So | 
give them credit for actually believing that we have reached a time 
when Government must step in with greater and greater degrees of 
regulation. I don’t think our dairymen believe that. I don’t think 
they want it. I think they feel they are caught in a price squeeze 
now and are seeking a temporary way out. 

If I were sure the way they propose to get out is just temporary, 
I would ardently support them. I have my fears, however, that 
what they regard as temporary might become permanent even to a 
greater degree than is realized. It is something we have to face. 
The people who believe in vesting greater controls in the executive 
branch of the Government are rapidly increasing in number in this 
country. { can’t Agree with them but [ do admit that they are gain 
ing strength. I think they are trying desperately to get control of 
one of the great political parties and have achieved a very large 
measure of success in that direction. It may be that that is the 
trend; that that is what we are headed for. It may be that we 
ean’t go on every man for himself, planning his own work, selling on 
an open market any longer. I am not ready to concede it yet. That 
is why I hope we can work out something here. We have a law on 
the books. Some people say that it has shortcomings and that we 
ought to change the program. Others seem satisfied with what we 
have and say, ‘“Let’s just extend what we have and let it go at that.’’ 
I believe that this committee can work out something better than 
what we have by taking advantage of the good things in the present 
program and eliminating some of the others. 

I am sitting at these meetings with a completely open mind. We 
are going to have a lot more suggestions for saving American agri- 
culture than we have had so far. We should take them all seriously. 

(Discussion off the record.) 

The CHairman. Mr. Loos? 

Mr. Loos. Section 106 requires the keeping of adequate records 
with respect to the set-aside. It emphasizes the fact that this com- 
modity set-aside represents an unsegregated portion of Commodity 
Credit C orporation investors. Section 107, I think, is clear without 
any explanation. 

Coming to title II, which represents changes in the 1949 act, section 
101 is in response to point 7 (b) in the list of the President’s recom- 
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mendations and provides for a change in the corn price support 
schedule so that it will be a 1 for 1 instead of 1 for 2 for every percent 
age point that the supply goes up, the supply level will go down one 
point, whereas on the schedule for wheat and tobacco and rice and the 
schedule now applied on corn, for every 2 points the supply percentage 
goes up, the price support level goes down | percent 

The other changes in section 201 are merely to change the desig 
nations of the subsections. Section 202 removes the mandatory price 
support with respect to tung nuts, honey and Irish potatoes. It is in 
response to points 11, 14 and 15 in the list of changes for the statute 
required to meet the President’s recommendations 

The CHairman. That is, it eliminates tung nuts and honey from 
mandatory supports and Lrish potatoes are also eliminated? 

Mr. Loos. Potatoes are eliminated It eliminates them from the 
language of this particular section. They had been eliminated 
Potatoes, however, had been subject to Public Law 290 of the 83d 
Congress, section 5 (a), which prohibited price supports on potatoes 
unless there were provisions for production controls. There being no 
provision in the law for that purpose, the effect is prohibition of price 
supports. 

This bill also recommends the repeal of that section 5 of the act of 
March 31, 1951, as amended by section 5 (a) of Public Law 290, 
and the result will be that potatoes, tung nuts, and honey will be 
subject to discretionary price supports the same as all other com 
modities other than the basics, and those designated in title I] 
Wool, of course, goes out because that is be ing covered by “a separate 
bill. There is no recommendation with respect to wool in this 
bill. 

The next section, section 203, proposed to amend section 416 of 
the 1949 act, and that was discussed at some length this morning 
I don’t think it needs to be referred to again except to point out that 
the amendment is first to remove the priorities that are in the present 
section 416 and, second, to permit the Commodity Credit Corporation 
to pay expenses of transportation, packaging and so forth in connection 
with any distribution of commodities under that section 

It does do one other thing, and section 32 is amended to conform 
namely, to add State penal and corrective institutions to the list of 
eligible beneficiaries. It is intended in making that addition—that all 
of the beneficiaries that are presentely eligible under both section 32 
and section 416 will continue to be eligible and that the State penal 
and corrective institutions are to be added. 

nd : 

The CuarrmMan. Has there been a demand from penal and corrective 
institutions such as homes for boys and girls? 

Mr. Loos. Yes, sir, there has been a very strong demand over the 
years and often repeated. The Solicitor’s Office of the Department 
has been asked to rule and review its rulings on that pomt a number 
of times. We have ruled that relief, as used in section 32, and needy 
persons as used in section 416, can’t be considered to meclude penal 
institutions. They have been very insistent that they be included, 
and I assume that this provision is in response to that demand. 
That brings us to title IL. 

The CuatrmMan. You have already discussed that provision which 
permits you to process, package, transport, and so forth. 
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Mr. Loos. Yes,sir. We discussed that at some length this morning. 

The CuarrMan. Or to assume the charges for packaging, trans- 
portation, and so forth. 

Senator ELLENDER. Have you gone through title [1]? 

Mr. Loos. Yes, sir, 

Senator ELLeNpER. | note you deleted tung oil. What caused 
you to do that? What caused the De ‘partment to do that? 

Mr. Loos. | can’t answer that question. 

Senator ELLenpDER. I would like to find out if I can. 

Mr. Morse. That was again on the advice and recommendation of 
all the advice we had that “they should have permissive supports, as 
many Other commodities have, but not the mandatory provisions. 

Senator ELLENDER. Was the Department aware of the fact that 
during the war this provision was incorporated in the law so as to 
encourage the production of tung oil for the reason that we couldn’t 
obtain it at the time from abroad? 

Mr. Morse. I am sure that was fully given consideration by the 
groups that were working on the recommendations. 

Senator Ettenprer. In what position do you think it will put those 
people who followed the advice of the Department and planted thou- 
sands of trees so as to provide for our Government a crop that we 
absolutely needed, a strategic product, as I understand it. That is 
why the Government was so anxious for its production, and in order 
to obtain this production this committee went on record as giving 
the support price of not less than 60 percent. Do you think that 
fair play is being used there to those people after having planted those 
trees and after building mills to produce this product? 

Mr. Morse. The advice from folks who worked on the recom- 
mendations 

Senator ELLeNpDrER. Did you have a letter from the tung industry? 
I am sure you didn’t, because if you did-——— 

Mr. Morse. I don’t know if it was that specific. The feeling was 
that other farmers who are engaged in other production who 
responded 

Senator ELLENDER. Here is something that, as I said, we have to 
have. In case of war we can’t get it from China or from Argentina 
or other producing areas, and we have to have it here. Was that 
considered? 

Mr. Morse. I was just advised that this came into the law in 1949, 
not during the war. 

Senator ELLenprerR. It came in in order to assure the product 
because it was necessary. We ought to keep some on hand of our 
own production in case of an emergency, the same as we do in the 
production of sugar, let’s say. We are striving now to make it pos 
sible for us to produce up to say a third of our consumption require- 
ments in the hope that if the worse is to come that we would have 
from our own production at least a third of our requirements. 

By the same token I say that tung oil is in the same category. You 
are doing the same thing with wool now. Wool is something we don’t 
grow in excess of our needs, yet we need it. You are protecting those 
who produce it. Why wouldn’t the same thing apply to the producers 
of tung oil? 

Mr. Morse. Apparently there is a difference of opinion as to the 
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importance of this product as a strategic material in view of the othe: 
vegetable oils of which we have large production in this country 

Senator ELLeNprER. Tung oil is used for paint, not edible things 

Mr. Morse. Soybean oil is used for paints, and linseed oil is used 
for paints. There are other vegetable oils so used 

Senator ELLenper. As substitutes for tung oil? 

Mr. Mors. They are often interchangeable; ves, sir. One of the 
problems concerning tung nuts, we are advised, is that paint and 
laquer manufacturers have turned to other oils and are manufacturing 
products, using these other oils, because of price differentials As l 
say, the permissive price support recommendation is on the basis of 
recommendations which were developed and not by any means the 
sole opinion of the Department 

The Cuarrman. I note that the costs of the program over 4 years 
amount to $100,000. 

Senator ELLeENpDER. That is right. 

The Cuarrman. It has been the smallest of the program costs. I 
might say that the tung oil people have asked to appear before the 
committee and they have been given permission to do so. We will 
hear from them later. We might also ascertain to what extent tung 
oil is regarded as strategic material at the present time 

Mr. Morse. I think it will be wise to inquire broadly into that 
As I say, the advice was that, with permissive supports, these problems 
would be less difficult. 

Senator ELLenper. There is no doubt that they were encouraged 
to increase production. There is no question about that. Am | 
correct? 

Mr. THompson. Yes. 

Mr. Morse. May I say, it has been brought to my attention that, 
while it came into the law as a mandatory provision in 1949, there were 
supports at substantial levels prior to that time. 

The Cuarrman. The total cost of the program over a 22-year period 
was $100,000. 

Senator ELLENDER. In other words, they were really encouraged to 
go into it because of the need of this strategic material, and they went 
into it voluntarily the same as others did, in the hope at least that this 
floor would remain there. Unless that is done many of these peopl 
are simply going to have to cut the trees down. It takes 6 or 7 
years, I think, to make a tree productive. I am very much dis- 
appointed that this was deleted from the bill, especially, as Senator 
Aiken has pointed out, in the operation of this whole program the 
losses were $100,000. 

The Cuarrman. Mr. Beach, do you have anything to add to that? 

Mr. Beacu. Through December 31, 1953, the loss was $79,355 
on the Commodity Credit Corporation program on tung. 

The CHarrMan. That was for the last 4 years? 

Mr. Beacn. That covers the entire period since the beginning. 

The CuarrMan. It does? 

Mr. Beacu. Yes, sir. 

The CHarrMaNn. It is one-tenth of a million dollars. 

Mr. Beacu. During the war period, or during the period from July 
1, 1946, through 1950, there was a loss of $311,000. There was a gain 
in 1951 which offset it. 
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Mr. Morse. | think he referred to 1933, but I am told that the 
support started in 1944, so it is a loss from 1944 on. 

Mr. Beacu. [ meant to say over the entire period of operations of 
the program by the Corporation. 

Senator ELLenpeR. This other deletion that I notice here, 201, 
in addition to tung nuts you struck out honey. ‘Then on page 11, 
you struck out Irish potatoes but you reinstated it; didn’t you? So 
it can be supported on a voluntary basis? 

Mr. Loos. Yes, sir. We struck out Irish potatoes from section 
201 and also the bill repeals the section 5 of the act of March 31, 
1950, which prohibited supports. Irish potatoes now are subject 
to permissive price supports on the same basis as any other com- 
modity other than the basics and designated. 

The CHarrMan. In regard to honey, although you have stricken 
out mandatory supports, | note that you make honey eligible for price 
protection through marketing agreements. 

Senator Taye. Mr. Chairman, I probably had as much to do in 
getting that word “honey’’ into the act in 1949 as anyone, because | 
recognized that you must have the honey bee if you are going to have 
the proper pollination of your clovers, and there has always been the 
question of your alfalfa. Unless we protect the honey producer, you 
are just going to find that you are not going to have the colonies of 
bees, and if you don’t have the colonies of bees, you are jeopardizing 
your possible clover seeds as well as your fruit trees, your berries, 


and all of that. 
4 


I would hate to go and plead that case with the Secretary of Agri- 
culture, and the uncertainty would drive a lot of producers out of 


business. That is the reason we wrote ieee into the act in 1949, 
to make certain that the man who took care of the bees, or the pro- 
ducer of honey, knew from year to year what to expect, and you had 
an industry that existed that took care of the needs of your fruit 
trees and your berries and your clover and alfalfa. 

Of course in alfalfa the honey bee is not able to always pollinate the 
alfalfa beeause of its deep-set pollen traps. But that was the reason 
we went into this question. 

Mr. Morse. I am sure in considering these there was the assump- 
tion—and I am sure we should proceed on the assumption—that 
there would be wise administration of the Department of Agriculture 
under able leadership, and with this permissive support that the 
administration could take care of problems concerning these com- 
modities as they arose. I know we have been dealing with honey 
in connection with our administration and we have wanted to be of 
assistance to the industry. 

Senator ELLENDER. Honey remains permissive? 

Mr. Morssz. It would; yes, sir. It would still be permissive. 

Senator Tuys. It would be permissive, yes; but it should not be 
left as a matter of uncertainty. We know what happened to the 
honey industry in the 1940’s and the effect on the number of colonies 
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of bees, we know that the producers of fruit such as the apples, and 
the other fruits and the berries, the clover, alfalfa, and the natural 
sweet clover—all of these producers were concerned with whether there 
would be honey bees to do the job for him. 

Senator ELLENDER. You mentioned a moment ago that the change 
in section 203 was to add penal institutions. 

Mr. Loos. Yes, sir; penal and corrective institutions. 

Senator ELLunper. Is that the only change‘ 

Mr. Loos. No, sir; that is not the only change. It removes the 
priorities in the section 416 so that you don’t heve to get the release 
from those in the first priority before you go on to the next. It also 
adds authority to pay transportation costs and packaging costs on 
commodities distributed under section 416. 

Senator ELLENDER. You said that it authorizes? 

Mr. Loos. Authorizes; yes, sir. Shall I go ahead? 

Senator Youna (presiding). Yes. 

Mr. Loos. That completes title II. In title III the first section is 
the so-called transitional parity. We had transitional parity you will 
remember on all the commodities except the basic commodities. On 
the basic commodities the old parity was continued until January | 
1956. This proposes—at page 16—that the effective parity price 
approved the modernized parity by 5 percent for each year after 
January 1, 1955. If there were no change in the law when January 
1, 1956, came then the basic commodities would go down to the new 
parity all in one jump. This table which I have distributed shows 
what the old and new parity are for the 4 commodities, the 4 basic 
commodities that will be affected: cotton, wheat, corn, and peanuts. 
The other two, rice and tobacco, are already on the new parity 

Senator ScHorrre.. Mr. Chairman, might I ask a question on that? 

Senator Young. Senator Schoeppel. 

Senator ScHorpret. With reference to wheat, see if I have this 
I was asked to present this question: The transition from the old t 
the modern parity drops 5 percent each point. With the maximum 
set-aside for wheat and with a normal yield the proposed formula 
would give wheat support about 82 percent of the modern parity. 
What percentage of the old parity would that be? That is what this 
table proposes to do? 

Mr. Loos. You said 82 percent. My understanding is that the 
new parity on wheat is 86 percent 

Senator ScHorrret. | am speaking according to these figures 
[indicating]. 

Mr. Loos. 86 percent of the old parity. The transitional parity 
would mean that the first year that the transitional parity was effec- 
tive the new parity would be 95 percent of the old parity. The 
second year it would be 90 percent. The third year 

Senator ScHoerPe.. Will you repeat that? 


44084—54—pt. 1——11 











154 GENERAL FARM PROGRAM 


Mr. Loos. The first year it would be 95 percent of the old parity. 
The second year it would be 90 percent. The third year it would go 
down to the new parity, which is 86 percent of the old parity. The 
transitional parity provided for in section 301 is in response to point 4 
of the President's recommendations in the list as I have listed them. 

Senator ELLENDER. I notice that the figures you gave us here in 
comparing the new parity with the old parity are as of this date. 

Mr. Loos. Yes, sir. 

Senator ELLENDER. Are we to understand that there has been a 
gradual improvement in the parity figures in the last couple of years? 
In other words, as I remember, when the alternative plan was offered 
I am the one who offered that, as to basics, the old parity formula and 
for the new, that is the nonbasics, particularly butter and cheese and 
other dairy products, and beef, the new parity formula was also 
added. The understanding was that the old parity formula would 
go out of existence in January of 1956. Since that time, since the 
new parity formula has been put on the statute books, to what 
extent has it increased the basis for the basics? 

Mr. Loos. For some commodities? 

Senator ELuenper. Only for the basics. In contrast to the old. 
For instance, as of February 15, 1954 the difference in cotton is com- 
paratively small. It is just a little over a cent a pound. 

Mr. Loos. Very small. 

Senator ELLENDER. In respect to wheat it is 35 cents a bushel. In 
respect to corn it is about 19 cents a bushel. On peanuts it is 26 
cents. 

Mr. Loos. 2.6 cents a pound, 

Senator E.ttenper. Has the new formula worked so that it has 
brought the old and the new parity figures closer together? 

Mr. Tuompson. In the case of cotton it has. In the case of the 
others it is not so definite. 

cae ELLENDER. Why? 

Tuompson. “That is because in the new parity you add on the 
new year price for the commodity and you drop the price of 11 years 
ago. That will vary. Some commodities you drop a low price and 
add a high price. On other commodities you may be dropping a high 
price and adding a low price. 

Senator ELLENDER. | thought you took it for a 10-year average 
that what you take on would be at a greater price than the one you 
dropped. We thought at the time that by January of 1956 the old 
parity formula would about equal the new parity and that is why the 
date of January 1, 1956, was selected. 

Mr. Tuompson. Do you want me to answer that? 

Senator ELLENDER. Yes. 

Mr. Tuompson. That is the danger of trying to predict prices in 
economics. Many prices are higher now than they were 11 years 
ago. But the important factor in this formula is that you compare 
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the price of each individual commodity with the average farm pri 


If a price that you add on is higher relative to the average, than 
was 11 years ago, then this formula tends to raise the parity pri 
of that commodity. ut if it is lower than it was 11 years ago, th 
it tends to lower the parity price. If you wish, I can read in the 


percent that the new parity was of the old parity back at the tin 
you are talking about this matter, back in 1948, so that you will 
have that comparison. 

Senator ELuenper. All right 

Mr. THompson. Cotton was 91 back in 1948 - 

Senator ELLENDER. Ninety-one of the old? 

Mr. THompson. Yes. Today it is 97. In wheat it was 87 in 
1948, and today it is 86. In corn it was 93 in 1948, and today it is 
89. In peanuts it was 80 in 1948, and today it is 81. Cotton has 
done what you expected in 1948. 

Senator ELLENDER. I thought it would do it for all commodities, 

Mr. Tuompson. It is impossible to predict that because you are 
comparing so many prices. 

Mr. Morse. One of the things that came out during this study is 
that, with minor exceptions, parity has been modernized except for 
these four crops. It was the feeling that it should not be delayed 
beyond working in with the law now presently on the books, and that 
this transition, moving these commodities to a modernized base, 
would reflect modern production techniques and markets. 

Senator ELLENDER. Are we to understand that what you are now 
doing here is to make it applicable immediately? 

Mr. Morse. Oh, no. 

Senator ELLenper. On January 1, 1956? 

Mr. Morse. Yes, sir. The President did not recommend any 
change on the laws now on the books, but beginning in 1956 there 
would be this transition to modernized parity. 

Senator Youna. I would like to have Mr. ‘Thompson supply for the 
record a table showing a comparison of what parity would be if parity 
were determined on the same base period as labor is using in figuring 
cost of living, and so forth, that is, the 1947-49 period. 1 understand 
the Federal Reserve System uses the same period. Would you supply 
for the record such a comparison? I mean using the same basis of 
computing costs as labor uses what would it do if we used that same 
period and the same method of computation? 

Senator ELLENDER. You mean instead of the period we used for the 
old parity formula, which is 1909 to 1914? 

Senator Youne. Yes. Compare that with the modernized parity 
formula too. 

Mr. Loos. For just these commodities? 

Senator ELLeENpER. Basics. 

Senator Youna. I think you should do it for all the commodities 
that we are supporting prices on. 
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Specified commodities: Old, modernized, and 1947-49 parity calculations, 
United States, Feb. 15, 1954 





| 
| 
| j 1947—49 parity 
| calculations 
Modern 
’ ; Old 
Oommodity Unit | parity ized 
parity Old for } 
for- 
mula 3 
Basic commoditi | | 
Cotton, American . wee Pound $0. 3472 $0. 3353 $0. 3620 $0. 3653 
( tte wn’ extra ios taple do None oF AOS 791 
W heat Bushel 2. 48 | 2.13 2. 48 2.3 
Corn do 1.80 1. 61 1.90 1.75 
lobacco 
Burley Pound 8 ; 1} 0 
Flue-cured do 4 0) 4 8 
Rice Hundredweight 5. 07 ». 47 624 v1 
Peanut Pound 134 108 Is 8 
Design I com! t 
Butterfat t 1 s 
Milk for nu ture Hu “ 1.10 454 { 
\ l Pou I ) 1 i 
Mol ad | 
I i I ( ( 
Honey : Pound "4 5 i 
Other 
vi Bu ] ( ) & 
C I ' 
Oo B ] 1.1 ’ { 
B ‘ 
1) } Hu { 44 ’ 
Fl ( hu 1 j 
r ii ) 1 
I Bi l | | f 
( ‘ B 
N il y ! 
Bee Hu 4 
H 4 
1A we | [ 1v tl fy 1947-49 
as computed prior to J 1Y. 
1944-53 av e pr eceived by farme for ii inl nodit 1 lied t 1.10 whi 
ratio of Feb. 15, 1954, parity index (1947-49= 100) to the 1944-53 average inde fy es received by far 
(1947-49 
3 Parity equivalent for u lk for manufacturing wt nh is 8s pe ntott it ty p ¢ for milk who 


Source: Agricultural Marketing Service, 


Mr. Loos. Section 302 contains amendments designed to substitute 
5 years for the 10-year period in computing acreage yields. That was 
not a point that was in the President’s message, but cotton is already 
on a 5-year basis, and the proposal is to put wheat and corn on a 
5-year basis instead of a 10-year basis. 

Senator ScuomppeL. What was the reason for that change? 

Mr. Loos. The reason is, Senator, that it is believed that will be 
a more representative period and will also eliminate the need for 
adjustments for trends in yield. So this proposal is twofold: to sub- 
stitute 5 for 10, and to eliminate the adjustment for trends in yield 
Cotton, for example, which is already on a 5-year basis in the present 
law, does not have adjustments for trends in yield. Adjustments for 
weather conditions will remain. That takes care of all the changes 
in the next three pages 

Senator ScuorpreL. Where that would affect certain wheat areas 
could be where they have made a switch because of weather condi- 
tions on, say, summer fallowing practices. That is the reason | 
asked about that. On a stretchout period, on the 10-year period, 
you would not get such a definite readjustment. You would get 
more of a true picture. 
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Mr. Loos. Our belief is that there is pretty ceneral agreement that 
5 years is more desirable. We did it on the theory that it was non 
controversial. We might be wrong about that 

Senator Scnorpre.. There may not be any, but I can understand 
that there may be some question raised about it. That is one of the 
reasons | wondered what the definite reason was in back of it 

Senator Youna@. Mr. Loos states that they increased their produ 
tion in the past few years. Some States may get a little better break 
on a 5-year base than 10, would it not? 

Mr. Loos. Those that increased their production would fare better 
on a 5-year basis than 10; ves 

Senator Scnoepre.. The next question I was going to ask is what 
Senator Young pointed out. I was going to ask what would this do 
to the historical areas? 

Mr. Loos. Where yields are increasing, if we use the most recent 
5 years, it will tend to increase their position—to better their position 
However, it won't be much more ot a betterment 1) obably than the 
10-year average with an adjustment for trends in yield. When you 
took the 10-year average, if the yield was going up, you had to make 
an adjustment and it came out probably not far different from where 
it would come out if you used the last 5 years. Of course, for those 
where the vields are going down, the 5-year average will tend to 
decrease the favorableness of their position although there again you 
would make the same adjustments. I am told—TI have no information 
on it myself—that there wouldn't be a great deal of difference. 

Mr. Morsr. Mr. Chairman, I think the record should show that 
it will tend to help in explaining farm allotments to individual farmers 
and will help simplify administration in dealing with farmers. | 
think in many respects it will be very welcome. We have been 
working with both 5 and 10, and we think 5 would help the situation 

(Discussion off the record.) 

Mr. Loos. Sections 303 and 304 are designed to repeal the marketing 
quotas on corn. I think you are all familiar with that problem. The 
reason for the repeal as I understand it is that the corn is fed to such 
an extent on the farm where it is grown and is not marketed that it 
is very difficult to enforce or administer marketing quotas on the 
individual farms. It is believed that with the acreage allotments 
and with the adjustment made in the corn price support schedule 
so that the level goes down | point for each 1 point increase in the 
supply percentage, that acreage allotments will be sufficient to control 
production of corn and that the marketing quotas will not be necessary. 

Senator Tuyr. Administratively that program was the most diffi- 
cult. 

Mr. Loos. That was the most difficult of all the marketing quotas 
we had put up. 

Senator Tuyzn. They could do almost anything between two farms. 
It was just impossible to police. 

Mr. Loos. Yes, sir. Those changes are in response to point 7(d), 
as I have listed them in the President’s recommendations. Section 
305 deals with the substitution of 5 years for 10, so does section 306, 
and section 307. 

Senator ELLENDER. In respect to what? 

Mr. Loos. Substituting 5 years for 10 in determining average yields, 
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Senator ELLENDER. Corn? 

Mr. Loos. Corn and wheat. And also in determining basic acre- 
ages. 

Senator Toye. Does it make any material change in the basic- 
acreage question? 

Mr. Loos. It will mean that 5 years will be used instead of 10. 


STATEMENT OF JOHN C. BAGWELL, CHIEF, PRODUCTION AND 
ADJUSTMENT DIVISION, OFFICE OF THE SOLICITOR, UNITED 
STATES DEPARTMENT OF AGRICULTURE 


Mr. Bacwe.u. There is left in there an adjustment for trends. 

Senator Ture. We only discussed wheat. Will it make any 
material change in the other crops other than wheat? 

Mr. Bacwe tu. This affects only corn and wheat. 

Senator Tuyr. Does it make any material difference in the corn? 

Mr. Baawe tu. It changes from the base period for establishing 
your county allotment in corn from 10 to 5 years. 

Senator Txyn. I realize that. Had you gone into it to determine 
how it would affect the historically commercial corn area against 
areas that have become commercial corn areas since the introduction 
of fertilizer and hybrid seeds and higher percentages of this early 
maturing corn that has been bred up? 

Mr. Bacwe.u. Only to the extent that counties which have tended 
to increase the acreage would get a relatively greater allotment than 
counties which have been decreasing. Only to that extent. 

Senator Ture. Does the act contemplate that the county must take 
into consideration the historical acreage on the individual farm when 
they make their allotment in counties? 

Mr. BaGwe.u. When you break down the county allotment to the 
farm it is based on the present factors that are in the law. There is 
no change in that. 

Senator ELLENDER. You said a moment ago, Mr. Loos, that this 
would have the effect of placing wheat and corn on the same basis as 
cotton? 

Mr. Loos. The same basis so far as number of years is concerned; 
yes, sir. 

Senator ELLENpDER. That is what I am talking about. How about 
on a county basis? Is that changed any? 

Mr. Baewetu. This changes the wheat from both your State and 
your county allotments. In corn we have only county allotments. 
We have no State allotments because there the allotments apply 
only in commercial areas. This would change the base period for 
State and county allotments from 10 to 5 years, just as we have in all 
other commodities. Wheat and corn are the only commodities of 
the basics, for which a 10-year period applies. 

Senator ELLeENpER. With respect to cotton it is a 5-year period, 
and how about counties? 

Mr. Baewe tu. Five years. The same thing. 

Mr. Loos. Section 309 is an amendment to section 371 (b). Itisa 
clarifying amendment. So far as section 371 (b) goes that is the sec- 
tion that authorizes a termination of acreage allotments or marketing 
quotas in the event an investigation determines that after they are 
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proclaimed they are no longer necessary or should be enlarged on t! 
basis of a finding of an emergency, or on the basis of an increased 


export demand. The language of the statute has always been with 
reference only to marketing quotas, that the marketing quotas may be 
increased. There was nothing said about acreage allotments but it 
was administratively determined and interpreted, and I think logically, 
that if a marketing quota must be increased or abandoned or termi- 
nated, then the acreage allotments ought to follow, particularly in 


cotton where acreage allotments can only be in effect when there are 
marketing quotas. 

To clarify that and to remove any doubt about it we propose that 
the section be amended so as to apply to both acreage allotments and 
marketing quotas. We also eliminate reference to corn-marketing 


quotas, on the theory that the bill proposes to eliminate marketing 


quotas for corn. That applies to both the 371 (b) and (e 

Section 371 (d ) is a provision that relate S only to corn al d marke ting 
quotas on corn. So since marketing quotas on corn are being elimin- 
ated, section 371 (d) is deleted. Also section 310 relates to the repeal 
of the marketing quotas on corn and it provides that Public Law 74 
shall not be applicable to corn. That law is applicable to both corn 
and wheat and it will remain in effect with respect to wheat but not 
with respect to corn as it relates solely to marketing quotas 

That brings us to title IV. 

Senator ELLenperR. Did you reach the point where you eliminated 
rice as a basic? 

Mr. Loos. No, we did not eliminate rice as a basic commodity 

Mr. Baewe tt. Rice is not affected in any way. 

Senator ELLENDER. It remains as is? 

Mr. BaGwe tt. Yes, sir. 

Senator ELLENDER. It will receive the same support price as 
wheat and corn? 

Mr. THompson. No 

Senator ELLeENpDeR. You are going back to the 1949 act? 

Mr. Tompson. Yes. 

Senator ELLENDER. Rice would become permissive? 

Mr. Loos. No. 

Mr. THompson. It is mandatory, as it is under present legislation. 

Senator ELLeNpeER. It is not mandatory for 90 percent, the same 
as wheat, the same as corn, the same as others? 

Mr. THompson. Yes. 

Senator ELtenperR. What change is made as to rice, if any? 

Mr. THompson. As far as current legislation is concerned, no 
change. But legislation now on the books provides that after 1954 
it goes back to the 1949 act. 

Senator ELLenpeErR. It has the same price support then as other 
basics? 

Mr. Tuompson. That is right, the same as wheat. 

Mr. Loos. If you will turn to page 8, Senator 

Senator ELLENpDER. I was under the impression that rice was being 
eliminated. 

Mr. Loos. No. If you will turn to page 8 you will see the table 
that applies to wheat, rice, and tobacco. There is no change being 
made in that. 
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Senator ELLENDER. Were any of the basics eliminated? 

Mr. THompson. No, sir. a 

Senator ELLENDER. Peanuts remain? 

Mr. Tuompson. Yes. 

Mr. Loos. That brings us to title [V. Title IV proposes 4 amend- 
ments, 4 points in the Agricultural Marketing Agreements Act of 1937. 
That has to do with marketing agreements and marketing orders. 
The first change is in section 2, subsection (4), as being added, which 
authorizes continuation of a marketing agreement order or program 
after the commodity subject to regulation reaches parity. It permits 
that program to be continued subject to the discretion of the Secretary 
of Agriculture to the extent that it is in the interests of producers and 
consumers to provide an orderly flow of the supply thereof to market 
through its normal marketing season to avoid unreasonable fluctua- 
tions in supplies and prices. The theory of that is that when, through 
a marketing-order program, a commodity has been brought up to the 
objective of parity, that you should not cut it off and knock the price 
back down by immediately suspending all operations under the 
marketing program, but should permit it to continue so that even 
though it does go slightly above parity, the Secretary would be ex- 
pected to exercise his discretion so as not to permit it to continue 
after 

Senator ELLENDER. Do I understand that as the law now provides, 
if a marketing agreement is entered into and the comparative price 
is reached, a certain goal is reached, that that ends the marketing 
agreement? 

Mr. Loos. The law requires the Secretary to suspend that 
agreement. 

Senator ELLENDER. What you are doing here is letting him use 
his discretion? 

Mr. Loos. Let him use his discretion and continue it. 

Senator ELLENDER. Even though it is above the goal set? 

Mr. Loos. Yes, sir 

Senator Turn. Mr. Loos, on page 28, at the bottom on corn, I note 
this wording: 

Section 401 (b) amends section 8e (2) of the Agricultural Marketing Agreement 
Act of 1937, as amended, to authorize the issuance of orders regulating the 
handling of honey and fruits and vegetables for canning or freezing but prohibits 
the regulation of canned or frozen fruits or vegetables. 

Why do you single out some of those and exclude the others? 

Mr. Loos. Senator, this section proposes changes which will result 
in adding as commodities eligible for marketing orders—which hereto- 
fore have not been eligible for marketing orders—either fruits or 
vegetables for canning or for freezing. That is, the raw material 
going into the canning or freezing plant. It provides that the 
products of those fruits, the canned product or the frozen product, 
is not subject to regulation. It is not now subject and it is not pro- 
posed to add it. The principle on which that is based is that the 
producers of these fruits and vegetables which are to be used for can- 
ning should have the opportunity upon a two-thirds vote, which is 
required under the law, to enter into a marketing-order program to 
limit either the quantity or quality of the fruits or vegetables that will 
go into the processing plants. But that because of the large invest- 
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ment that the canner has and the fact that he has very much of an 
interest in the product, that the products should not be subject to 
the marketing orders unless the canner agrees. Of course all products 
are subject to marketing agreements. But only certain commodities 
are subject to the orders without the agreement of the processor. 

Senator Tuyr. Who is going to finance or pay for this controlled 
administrative function? 

Mr. Loos. The costs of operation of those orders are financed 
through assessments on the handlers 

Senator Tuysr. Is this departing from a policy that has been in 
existence heretofore insofar as it relates to the canners? It seems to 
me that I have heard some arguments across this table in past years 
by the canners, and this seems to put some certain procedures into an 
administrative function here, or into the act, that had never been 
there before. 

Mr. Loos. This subject had been up before, and on several occa- 
sions. The canners have uniformly opposed the inclusion of fruits 
and vegetables for canning. Heretofore some of those proposals ha 
been to regulate under the marketing order not only fruits and 
vegetables as they went into the canning plant but also the product 
as it came out of the plant. There the canners have had, I believe 
a much stronger case against the regulation on the products as they 
come out of the plant than they have on the products as they go into 
the plant. This is particularly desirable in connection with those 
commodities of fruits and vegetables that have both a fresh market 
and a canned or frozen market. 

If you have a marketing order for the fresh outlet, as there is on 
such things as citrus fruit and various other fruits and vegetables, and 
you attempt to regulate that, that tends to accumulate or increase the 
supply that goes into the can and you are in danger of getting a result 
in the canned or frozen products that will destroy any advantage of 
the marketing order on the fresh products. 

So to make the marketing orders effective in connection with the 
fresh outlet it is almost essential that there be some opportunity for 
regulating the quantity or quality of fruits or vegetables of the same 
kind that can go into the processing plant. 

Senator THyr. But you exclude the citrus, do you not? 

Mr. Loos. No: citrus is not excluded. This is a little difficult to 
read because of the exceptions, but the net effect of it, Senator, is 
that 

Senator Torr. You say “but not regulating cans or frozen fruits 
or vegetables.”’ Fruits are excluded? 

Mr. Loos. We are not regulating the products. Only the fruit 
going into the cannery is being regulated, and will be subject to the 
orders. 

Senator TuHyr. Was this taken up with the canners so that they 
knew what was being contemplated? 

Mr. Loos. Yes; the canners know. They passed a resolution at 
their Atlantic City convention recently opposing this change. 

Senator ELLENDER. Opposing? 

Mr. Loos. Yes; they are opposing the change. 

Senator Ture. I know that they have always opposed it here, and 
there used to be some rather positive statements made. ‘This seems 
to depart from what had been established as a policy heretofore. 
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Mr. Loos. It has been the subject of controversy all these years. 
And the producers of these commodities have made numerous efforts 
to get the law amended to permit marketing orders on both the 
fruit growing in-—on the raw material and the product. 

They have failed. Now they are limiting their proposal to simply 
the raw material going into the cannery, or the freezer. 

Senator ELLENpER. The net effect of this, if it is left in, will be to 
cause the fruit and other things to be canned to be sold high? 

Mr. Loos. Yes, sir, that is the objective, to get a higher price for 
the producer. 

Senator ExLenper. And of course it would ultimately mean a 
higher price to the consumer? 

Mr. Loos. Yes, sir, all of these marketing orders mean a higher 
price to the consumer to get a higher price for the producer. 

Senator ELLENDER. Now it is restricted to fresh fruit. What you 
are doing here is to make it apply to fruits and vegetables that are 
to be canned? 

Mr. Loos. Yes, sir. That is in response to point 16—-A of the 
President’s recommendations. ‘The first one that I referred to is in 
response to point 16-C. The next change is simply a change in 
language 

Senator ELLENDER. What page? 

Mr. Loos. The bottom of page 29. 

Senator ELLENDER. Section 8c (6)? 

Mr. Loos. Yes, sir. That first change is simply to conform the 
changes in this section 8c (6) to the changes already made in section 
8c (2). Instead of repeating all these commodities as the law does 
now, we simply say, ‘““The commodities named in section 8e¢ (2).”’ 

Then the next change in substance is on the bottom of page 30, 
to add a provision, subparagraph (h), to section 8c (6), which is 
another item of control, the kind of control which may be included in 
these marketing orders for fruits and vegetables, and fruits and vege- 
tables applies only to commodities other than milk, “fixing or provid- 
ing a method for fixing the size, capacity, weight, dimensions or pack 
of the container.”’ 

Senator ELLeENpDER. What is the object of that? 

Mr. Loos. That is to permit regulations under marketing orders 
which of course are industry regulations on the container specifications. 

Senator ELLENDER. What is the object of doing it? What is the 
reason for it? 

Mr. Loos. To make for uniformity, the idea being that with uni- 
formity of containers and specifications it will be well understood by 
the trade that the price will tend to increase; it will tend to increase 
returns to the producers. 

Senator Toys. That will mean that the pack here will have to be a 
different crate or a box or something like that? 

Will it involve the manufacturer of crates and boxes? I know what 
it used to be when you started talking about making a change in the 
raspberry and strawberry quart packs or the pint packs, and so forth 
what you involved the industry in when that question came up. 

Mr. Loos. To the extent that those containers are now specified by 
statute I do not think this would authorize a change in any statutory 
specifications. But to the extent that they are not covered by statute, 
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it would permit the industry, through a marketing order, to agree upon 
the specifications for containers and would permit the Secretary to 
enforce that agreement through an order if it was approved by two- 
thirds of the producers. 

Senator ELLeENpER. Does this mean that each packer will use the 
same amount of fruit, of similar quality, the same package, the same 
size can? 

Mr. Loos. It would not apply to cans because the canned products 
are not subject to the order. It would apply only to fresh products. 

Senator E.uenper. Take a bunch of carrots, as an example. 
Would it apply to that? 

Mr. Loos. It could. 

Senator ELLENDER. Would it mean that you could fix it so that 
just so many carrots would be put in a bunch? 

Mr. Loos. It would not apply to bunches. It would apply to any 
container that might hold the carrots. 

Senator ELLENpER. You have a cellophane packa ( Would vou 
have to regulate the size of the carrot? 

Mr. Loos. No; you would not regulate the size. 

Mr. Morse. If the producers 

Senator ELLENDER. I am wondering how a thing like that would 
work administratively. 

Mr. Morsr. If the producers got together in this agreement and 
approved it to standardize their packs, they might have several sizes 
with more marketing appeal. 

Senator ELtenper. Is that by weight and size? 

Mr. Morsn. Yes. 

Senator E.uenprer. All uniform? 

Mr. Morse. Yes. They might have several sizes, 5- or 10-pound 
packs and so on, to help merchandise their product, for handling, for 
marketing. If they agree that that would help them market their 
products to better advantage and to meet the consumer demand, 
so the purchasers could depend on what the vy were cretting, this would 
give them the privilege of getting together on that. 

Senator ELLenperR. To what extent is this section put in there so 
as to prevent, let’s say, cutthroat competition as between packers? 
Is that the purpose of it? 

Mr. Morse. This is for producers 

Mr. Loos. It applies to the container used, Senator. It is put in 
there more to prevent deception through the use of different-sized 
containers which differ very slightly from what might be considered 
the standard container and that is a practice which might be termed a 
deceptive practice. 

Somebody could use a container slightly smaller and you could not 
tell it. 

Senator Tuyn. In other words, a false bottom, a bottom that is 
raised up from the bottom of the flange of the box so that you really 
have lost maybe a half inch or an inch from the bottom. That is a 
regulation which you would mean to come under this? 

Mr. Loos. Yes, sir; that is the type of regulation which could be 
made. The importance of having standard containers is well demon- 
strated by the fact that many State laws already regulate the sizes 
of containers by specifications for particular commodities. 
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California has many such laws, Florida has many such laws that 
[ happen to be familiar with, and I am sure there are many such laws 
in other States. 

There are some that are not covered by State laws. This is an 
opportunity for them to exercise that. 

Senator ELLenpeEr. Is it permissive to them to use that if they 
desire? 

Mr. Loos. Yes, sir. Any order has to be approved by a two-thirds 
vote of the growers. 

(Discussion off the record.) 

Mr. Loos. The last page is page ok; adding ‘title 1” to section 
8c (6). This authorizes, under these marketing orders, the establish- 
ment of marketing research and development projects designed to 
assist, improve, or promote the marketing, distribution, and con- 
sumption of any commodity or product, and authorizes the assessment 
or the financing of such programs through assessments under the 
marketing order. 

This is not intended to go as far as advertising or trade promotion 
but it is intended to go somewhat beyond scientific research into 
marketing research, or projects that might permit the distribution of 
educational literature, educational with respect to nutritional value 
of potatoes, for example. 

The idea being to allow an industry which has gotten together for 
self-regulation under marketing orders to add this type of program 
to those that they are handling under the order. 

Senator Extenper. It would be in the nature of an assessment to 
each of the participants and they themselves would collect the funds 
and use the funds for the purpose indicated in this section? 

Mr. Loos. That is correct. 

Senator ELttenpER. Would it be under the supervision of the 
Government? 

Mr. Loos. It would be under the general supervision and control 
of the Secretary of Agriculture in that he has authority at any time 
to tell them that they are going beyond what they are permitted to 
do, but the Government would not go into the Treasury nor would 
it go into the Department of Agriculture or any other officer of the 
Government. 

It would all be handled by the industry committee within its 
budget but subject to the general supervision and control of the De- 
partment of Agriculture. 

Title V relates to the changes in the soil and conservation and do- 
mestic allotments act. The first change in section 501 is to extend 
the time for the operation of the Federal program. Under the present 
law, on January 1, 1955, the Federal program would terminate and 
from thence forth all programs would have to operate under the States. 
This same kind of an extension has been made in the past and it is 
proposed to make it again. 

This is not a point in the President’s message. It is generally 
believed that the Congress will consider such an extension desirable 
this year as it has done before. 

Senator ELLENDER. We do it every session. We have been doing 
it for years. 

Senator Youne. Has the Department sent over a budget for fiscal 
1955 for the ACP program? 
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Mr. Loos. I do not know whether that is over here or not. It 
in process. 

Mr. Bracu. The budget that has been submitted does not provid 
for the program authorization for 1955. The budget for the adminis 
trative expenses for carrying out existing programs for the fiscal ye: 
1955 and the request for an appropriation in line with the authoriz 
tion for 1954, has been submitted. 

There is a proposal for a 1955 authorization before the Budget 
Bureau at present which will be submitted within a short period of 
time. 

Senator ELLENDER. What is the purpose of this additional language 
on page 33? 

Mr. Loos. The purpose of the additional language is to direct tl 
Department as rapidly as State laws and State programs for adminis- 
tration are available, to make the transfer from the Federal to the 
State operations. 

This is in addition. This is something that has not been done 
before. 

The CHarrMAN. Would that involve a change in the method of 
carrying it out? Would it shift it from an all-Federal project to a 
grant-in-aid? 

Mr. Loos. It would do that in those States where it was determined 
that the law and the machinery was adequate. 

Senator ELLENDER. Would it be possible to have in the same State 
a program entirely under the State and also in the same State, Federal 
and State? 

Mr. Loos. No. I think it would be one or the other. It would be 
all Federal or if the shift were made, then it would be all Federal- 
State, all State with Federal aid. 

Senator ELLENDER. What would be the criteria that would be used 
by the Secretary of Agriculture in making that determination as to 
whether or not in the meantime it should be placed all under the 
State? 

Mr. Loos. The criteria specified here is ‘‘as rapidly as adequate 
State laws are enacted and adequate State plans are submitted.” 

The CHarrMAN. Would that be similar to the State-Federal high- 
way program? 

Mr. Loos. I am not familiar enough to say. 

The CHarRMAN. Where the States submit the program to the 
Department of Public Roads? 

Mr. Baawetu. Under the Soil Conservation Allotment Act the 
State would have to submit a State plan as to the practices that 
would be carried out and the manner in which those practices would 
be performed and paid for, and the administration of the program 
would have to be spelled out in the plan, and then if the Secretary 
found the State plan was satisfactory and he approved it then he 
would allocate funds to the States on the grant-in-aid basis to carry 
out the plan. 

Senator ELLenpER. The way it is now the Federal Government 
bears the entire expense? 

Mr. Bagwe.tu. The Federal Government operates the program 

Senator Youna. In every State? 

Mr. Loos. The States pay some. 
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Senator ELtenper. I know. What would be the difference in the 
cost to the States? Have you figured that out? 

Mr. Baewe ut. I do not know that we have figured out any cost 
to the State but the State would be permitted to use a portion of that 
money for the administrative operation of the program. 

The CuarrMan. And the State would collect from the farmer just 
as the Federal Government requires him to pay part of the cost now. 

Mr. Bacwe.u. It would, as we have under the Federal program, 
require the farmer to contribute roughly one-half of the cost of the 
program. 

Senator ELLENDER. Would this grant-in-aid be equal or near the 
amount that is now spent by the Federal Government? 

Mr. Baewe.vu. That would depend of course on how much money 
the Congress appropriated for the program. 

Senator ELLENDER. To what extent would these plans have to tie 
in to each other, from State to State? 

Mr. Baewe.u. The Secretary of course, has to approve all of them. 
He would have to determine, as the law provides for him to deter- 
mine, that the operation of any individual plan, together with the 
operation of the other plan, will achieve the objective of the act. 

Senator ELLENDER. What would be the effect if we struck this 
new language? 

Mr. Baawe.u. The new language is merely a direction to the 
Secretary to proceed. 

Senator ELLenper. If he desires? 

Mr. Baaweti. No. To proceed to put the State plan into effect. 
Actually this scheme was contemplated from the very beginning in 
1936 when the act was first passed. You remember it was passed 
for a period of 2 years, during which time it was expected that the 
States would enact enabling legislation which would enable them to 
take over on the State plan. 

Senator ELLenper. If this language were put into the law wouldn’t 
it result in the plans of some States being accepted and others linger 
for years and years? 

Mr. Baewe.t. | think that if any State submitted a satisfactory 
plan, it would probably have it approved. 

Senator ELLENDER. Would it result in that? 

Mr. Baawe.t. I would think some plans possibly might be found 
to be deficient. Ifso, there would be nothing to prevent the Secretary 
from continuing to operate the Federal program. 

Senator ELLeENpER. I understand that. But it would result in 
what I am saying there, that it would be possible for many State 
plans to be acceptable, others not. 

Mr. Baawe tu. Yes, sir. 

Senator ELLENpDER. And some State plans to be operated by the 
Federal Government and others by the State? 

Mr. Baewe tt. That is entirely possible. 

Senator ELLENDER. Mr. Morse, is this an outcropping of the 
differences of opinion that we had last year when the Eastern States 
thought that that document No. 5 was designed primarily to help 
range States? Is this an effort to get away from that and provide 
for each State to set up its own program? 

Mr. Morse. Yes, I think I am correct in saying this. I am sorry 
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that our Assistant Secretary Coke is not here to discuss this. It 
moves in the direction of placing responsibility so that the State can 
handle this program on a grant-in-aid basis 

If they come forward with satisfactory laws and satisfactory pro- 
grams, the assumption is that although there would be some delay in 
it, Senator Ellender, it would move in the direction of a grant-in-aid 
program without too much delay. 

But of course you realize that there will be some delay in getting 
satisfactory programs and satisfactory administrative setups and 
laws in some States. 

The CuarrmMan. May not any State set up and submit satisfactory 
programs in order to comply? 

Mr. Morse. In those instances the Federal Government, as now, 
would keep right on, within the limits of whatever the budget is 
provided from time to time by Congress. 

Senator ELLENDER. I would not want to discuss at this late hour 
the merits of putting it in the hands of the States or legislating it 
in the hands of the Federal Government. I think it would be the 
biggest mistake that could be made to let this thing be operated by 
the States in some cases and by the Federal Government in others 

My hope is that we will take this land that belongs to the Govern- 
ment, to the people, and every effort ought to be made by the Govern- 
ment as a whole to protect and preserve it for the benefit of future 
generations. 

Mr. Morszr. It is presented here on the basis of the very broad 
advice that we have had, and I suppose that your hearings will 
develop the merits of this as you go along. 

The Cuarrman. The committee will bave to make a final decision 
on that. 

Mr. Loos. Another provision in that connection is that the State, 
county and local committees, even though a program operation under 
soil conservation is transferred from the Federal Government to the 
State, those committees will continue for the administration of other 
Federal programs and programs other than the operation of State 
programs. 

Being Federal committees, of course, they would not necessarily 
operate the State programs. That would be up to the State and its 
law. 

Senator ELuenprer. Where is that language? 

Mr. Loos. That is the last sentence on page 33, the underlined 
portion “notwithstanding the foregoing provisions” and so forth. 

The other change in section 8 is in subsection B and the purpose 
of that change is to make permissive only instead of mandatory the 
fixing of prices at which purchase orders for conservation materials or 
services may be filled. 

Under the present law the Secretary is required to fix a fair price for 
these conservation materials or services which are obtained. The 
present plan of mandatory price fixing has worked out in some places 
to the result of making the price fixed as a maximum price the mini- 
mum price. 

It is felt that with the situation now existing where materials are 
not scarce that there may be occasions when it would be better not to 
fix prices, and that it should be done only in those cases where it is 
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desirable and therefore the proposal is to make it a permissive author- 
ity rather than mandatory authority. 

Senator ELLENDER. In either case the prices must be fixed by regu- 
lations prescribed by the Secretary? 

Mr. Loos. Yes, sir. 

Senator Etuenper. If that is true, what difference does it make? 

Mr. Loos. Because the Secretary has to fix the price under the 
present law regardless of whether it is desirable or not from the stand- 
point of the parties that are participating. When he does fix a maxi- 
mum price in some instances it tends to become a minimum price and 
works to the disadvantage of the participants rather than to their 
advantage. 

Mr. Morse. This would make it permissive, net mandatory. 

The CuarrMan. That would likely depend on the desires of the 
State committee itself? 

Mr. Morse. Yes, sir 

The CuarrMan. As to whether they wanted the Secretary to fix 
the price? 

Mr. Loos. I would say it would probably hasten the desires of the 
particular soil-conservation districts. 

Senator ELLENDER. Would that result in causing the price of this 
material to be cheaper for the users? 

Mr. Loos. That is the objective, to not fail to refrain from fixing 
prices in those situations where the fixing of prices would tend to 
increase the cost to the participant and fix them in those situations 
where a maximum price would tend to hold down the cost. 

Senator ELtenpeErR. In other words, if permitted to be permissive, 
it would result in letting the market itself govern the price of the 
commodity in the locality where it is disposed of? 

Mr. Loos. Yes, sir; and wherever conditions are such that the 
prices became unreasonable the Secretary could step in and fix the 
maximum price. 

Senator YounGc. What commodities do you have reference to? 

Mr. Loos. I do not know. That is why | have been stumbling. 

Mr. Baawe uu. Lime, fertilizer, seeds, things of that kind. Con- 
servation material. 

Senator Youna. And services? 

Mr. BaGwe.u. And services like terracing, things of that nature. 

Mr. Loos. The last section, section 502, proposes to add the 
underlined portion beginning on page 37. 

Senator ELLeENpER. The language beginning on page 35 to that 
point, on page 37, is 

Mr. Loos. That is section 15. We are to add the underlined 
language. The purpose of that is to provide for the apportionment 
of program funds on the basis of conservation needs except that the 
proportion allocated to any State could not be reduced by more than 
15 percent from the 

Senator ELLENDER. Who suggested this? 

Mr. Loos. I would not have any idea. 

Mr. BaGwe ut. This provision, Senator, has been in the Appropria- 
tion Act, for the Department of Agriculture each year for the past 
several years. 

Senator ELLENDER. | know. 
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Mr. Baewe tu. The limitation on the use of these funds 

Senator Younae. This 15-percent provision is one that I got in 
6 or 7 years ago. 

Mr. BAGWELL. Yes, indeed 

Mr. Loos. The Secretary is also directed Lo vive particular con- 
sideration to conservation problems on acreage diverted under acreage 
allotment programs because this situation affords additional oppor- 
tunities for achieving needed conservation on such acreage 

(Discussion off the record. 

Senator ELLENDER. You say that same language has been in the 
appropriation bill for how long? 

Mr. Baawe tu. For several years. And I think Senator Young is 
right, 6 or 7 years. 

Senator Young. The reason for it was that a new program was 
adopted in putting it on the basis of need. For some strange reason 
or other there was quite a difference between what some States would 
receive. 

For example, North Dakota would have lost about half of thei 
money, and South Dakota would have remained about the same. Ws 
have the same kind of agricultural economy. That was the purpose 
of the amendment at the time. It may not be needed any more but 
it was then. 

Mr. Loos. That concludes my statement, Mr. Chairman. 

The CuarrMan. We thank you gentlemen from the Department of 
Agriculture for meeting with us these last 2 days. I am not at all 
discouraged with the progress developed here. I think we have 
cleared the air somewhat. 

Next we will take up another type of testimony, being three of the 
major farm organizations, and as I have said, we will continue this 
testimony through the month. 

Then the members of the committee will sit down and determine 
whether they want to try to write a farm program or not, and if they 
do, what kind of a farm program they want. 

Mr. Loos. We very greatly appreciate the consideration of the 
committee, Mr. Chairman. 

The CHarrMAn. We will recess until 10 o’clock Tuesday. 

(Whereupon, at 5:38 p. m., the committee was adjourned, t 
reconvene at 10 o’clock Tuesday, March 9, 1954 
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TUESDAY, MARCH 9, 1954 


UnITED STATES SENATE, 
ComMITTEE ON AGRICULTURE AND Forestry, 
VW ashington, PC. 
The committee met, ,ursuant to recess, at 10:10 a. m., in room 322 


o 


Senate Office Building, Senator George D. Aiken (chairman) presiding. 

Present: Senators Aiken, Mundt, Williams, and Schoeppel. 

The Cuarrman. The committee will come to order. I hope no 
one present gets the idea that the minority members of the committee 
are angry, but they have a conference this morning and that is the 
reason “the *\ will not be here. The af will be back tomorrow, I am sure, 

This morning we are hearing from Mr. Homer L srinkley, executive 
vice president ‘of the National Council of Farmer Cooperatives, who 
will speak in their behalf. 

Mr. Brinkley, will you come forward and proceed with your state- 
ment? 


STATEMENT OF HOMER L. BRINKLEY, EXECUTIVE VICE PRESIDENT, 
NATIONAL COUNCIL OF FARMER COOPERATIVES 


Mr. Brinkiey. Mr. Chairman and members of the committee, I 
appreciate the opportunity to present this statement of the National 
Council of Farmer Cooperatives. 

I am Homer L. Brinkley, executive vice president of the National 
Council of Farmer Cooperatives, with offices at 744 Jackson Place 
NW., Washington, D. C. The national council is a conference or- 
ganization whose members are farmers’ cooperative business associa- 
tions, marketing farm products and purchasing farm production 
supplies for their members. 

For the record in these proceedings, we wish to present briefly 
some of the factors in the domestic and foreign economic climate 
under which operate the price-support programs for agricultural 
commodities, including the trade agreement programs, and section 22 
of the Agricultural Adjustment Act of 1933, as amended. It is sub- 
mitted that these programs and regulations do not operate in a 
vacuum nor in isolation from the complex relations of domestic and 
world trade. 

Events of the last few years have demonstrated that in normal times 
our domestic and foreign agricultural trade so closely affect each other 
that they cannot be isolated and considered separately. The differ- 
ence between the price level of commodities supported by Govern- 
ment programs and the so-called world market for such commodities 
governed by reciprocal trade agreements has been demonstrated in 
the potato surplus of 1951, which, augmented by Canadian imports, 
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wrecked the price-support program; the collapse in 1952 of wool 
prices which had been blown up to unjustified heights by foreign 
speculation in the American war demand; the $600 million American 
subsidy of export wheat under the International Wheat Agreement 
from 1949 to 1953, and the underselling of American IWA wheat in 
sterling area markets by Canada and Argentina. 

The United States economy is geared to high personal incomes 
through high capital investment, high wages, and high prices, all 
operating as incentives to high production per man and high purchas- 
ing power per employed worker. 

This has been a deliberate national policy, and a distinguishing 
factor in the cumulative expansion of American production per 
worker has been the variety of protections thrown around the producer- 
consumer by national policy. The most important of these are immi- 
gration quotas, minimum wages and retirement benefits to protect 
the income and living standards of the wage earner; Federal deposit 
insurance, patent registry and exchange controls to protect savings; 
various farm programs to protect farm income and farm capital replace- 
ment and expansion; and long-term, low-interest loans to consumers to 
acquire and protect ownership of homes, and the capital values invested 
therein. 

The capital investment in agriculture in the United States is more 
than $140 billion in land, buildings, machinery and livestock for 10 mil- 
lion workers, or above $14,000 per worker, Because of the competition 
in various segments of the United States economy, embracing the most 
highly mechanized industry and agriculture in the world, agriculture 
production must be held at a high level per worker in order to justify 
the capital investment and maintain the competitive wages and stand- 
ard of living necessary to attract the manpower required by the agri- 
cultural production dictated by the national welfare. Farm pros- 
perity is dependent on cutting a bigger rather than a lesser economic 
pie. 

Another feature of the high-level economic activity in the United 
States is the widely diversified and closely knit integration of produc- 
tion of primary raw products, including agricultural products, the 
manufacturing and processing thereof, and wide distribution of the 
finished produc ts to the consuming public. Except among the depend- 
ent youngsters and oldsters, producers and consumers are identical 
groups in the United States, and their high income and consumption 
evel is coincidental with the development of a dominant middle- 
income group embracing the great majority of workers and farmers. 
This is the result, in turn, of the long-recognized policy of development 
of widely diversified and integrated production activities, fostered 
by public policy in the fields of education and science, finance, taxa- 
tion, transportation, and other similar incentives in the internal eco- 
nomic and political climate. 

Industrial and agricultural areas in the United States which have 
had one-industry economics such as Pittsburgh steel, or one-crop 
economics such as Southeast cotton, have been active in recent years 
in diversifying their production in order to get economic stability 
established on a broad production-consumption base. Many other 
like instances in the domestic economy can be cited where wider 
diversification has been and is being vigorously pursued. In the 
United States we have learned to define underdeve loped areas as those 
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lacking in the well-integrated diversification in production of primary 
raw materials, in balance with the manufacture and processing thereof, 
and in their widespread distribution for plentiful consumption in the 
area of production, and for exchange of surplus production with other 
domestic and foreign areas for paces beyond the consumption 
needs of the latter. That is economic development as we know it in 
the United States, born of economic experience and sustained by 
accepted economic policy. Our future is geared to an expanding 
diversification and not to a restrictive narrow economy. 

On the other hand, the policy of development in the international 
economy, which seems to be receiving sympathetic consideration in 
our own Government, instead of diversification and balanced inte- 
gration as we know them in America, would consist of maintaining 
one State with a rubber-producing economy, another with oil, another 
with wool, another with tin, another with meat, another with wheat 
and America with an adding machine, cash register, and automobile- 
producing economy. ‘To those who have analyzed the well-rounded 
American economy in comparison with others, it seems evident that 
comparative economic advantage is not entirely a matter of climate 
and resources, but dominating factors are know-how, capital forma- 
tion, and investment. 

The nature of the general program of other nat 
is to protect themselves against the impact of the productive, dynamic 
economy of the United States, except insofar as the United States is 
a market for certain of their surplus raw materials and industrial 
products, and to the extent it is necessary to obtain dollar exchan 
for needed minimum reserves, production supplies, and Government 
finances as advantageously as ad le. 

Senator Scnorpren. Would you mind being interrupted? 

Mr. Brinkiey. Not at all. 

The CuatrMan. Senator Schoeppel. 

Senator ScHorprEeL. On that question of some of the restrictions 
that we find in these foreign nations, in your study, and I take it that 
you have made a pretty thorough study of this 

Mr. Brinxiey. Yes, sir. 

Senator ScHorpPEL. Do you find them easing off or throwing down 
the bars, or do you find them holding their own positions and tighten- 
ing up? 

Mr. Brinxuey. They are tightening up, Senator. There has been, 
I think, a considerable growth in the things that will protect the 
national policies and national desires and further development along 
more or less traditional lines. 

In such cases, they habitually undersell, if they are in competition 
with a domestic cost or price-support situation. So that the United 
States price-support programs have become an umbrella beneath which 
other nations undersell and absorb our foreign markets, or slip into our 
own domestic markets by underselling, where our regulations have 
been relaxed, or expand their own production on an uneconomic basis. 

This economic a y of other nations is in conflict with our national 
economic policy. Section 22 of the Agricultural Adjustment Act was 
adopted by the C ongress to the effect the orderly production of farm 
products and their distribution to the American market. It was 
rendered useless by amendment paragraph (f) in the Agricultural Act 
of 1948. It was revised in the Reciprocal Trade Agreements Exten- 
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sion Act of 1951, and again in the extension act of 1953 to make it 
potentially more effective in combatting uneconomic foreign compe- 
tition in United States markets, if it were so administered. This 
seems unlikely, based on past experiences with our foreign economic 
policy which seemed destined to seriously adversely affect American 
agriculture, just as a like policy ruined agriculture on the British Isles. 

One of our greatest farm problems is that of underselling of, and 
discrimination against, American farm products in foreign markets. 
This can only be solved by a modification of our overall foreign eco- 
nomic policies—which I discussed before this committee at hearings 
on that subject several months ago—which would bring about the 
effective use of section 22. 

This is one of the first anchors of that national council’s farm 
program on which the successful operation of practically all other 
phases of a domestic farm program hinges. The council believes 
that- 


the provisions of section 22 


that is quoted from our policy statement 


should be invoked promptly and vigorously when imports impede or threaten 
to impede Federal or State marketing programs. The recommendations of the 
Secretary of Agriculture, approved by the Tariff Commission on such matters 
should be final, and quantitative limitations should be placed upon competitive 
imports in cases where American production and marketing is limited by law; 
or where adequate tariff adjustments cannot be made promptly by administrative 
action. 

A second principle of the national council’s farm program is the 
promotion and development of consumption and marketing both in 
domestic and foreign trade channels. 

In the field of foreign marketing, we commend the reorganization 
of the Foreign Agricultural Service in the United States Department 
of Agriculture, and its policy of making sales opportunities in foreign 
countries available to a wider list of our agricultural commodities. 

Any successful farm program, from our viewpoint, should have as 
an integral part thereof a competitive system of foreign sales on a 
continuing basis by private industry, including farmers’ marketing 
associations. 

In furthering a favorable climate for aggressive foreign selling, the 
agricultural attachés and foreign commodity specialists should be 
returned to the supervisory jurisdiction of the United States Depart- 
ment of Agriculture. American producers of farm products will not 
be likely to develop expanded foreign markets if they are continually 
hampered by a foreign service which is either unable or unwilling to 
render maximum assistance in that direction. 

In the field of domestic markets we need to step up market promo- 
tion and consumer demand for our food and fiber products. Maxi- 
mum attention should be given both by private business and Govern- 
ment agencies to the promotion and development of sound markets, 
new uses, and diversion methods. A fundamental principle in any 
farm program should involve maximum incentives for sound marketing 
efforts by farmer cooperatives and other private commercial interests. 

Senator ScHorrre.. Do you cover how this should be done in any 
specific detail? 

Mr. Brinxiery. We do not go into many details, Senator. We have 
the feeling that the marketing approach is so complex that it involves 
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so many facets and so many different things that it is probably very 
difficult to attempt to spell out in any detail any one approach. 

The Cuarrman. Mr. Brinkley, I presume that you are not going 
into any recomme a relating to the price-support levels? 

Mr. Brinxtey. No, si 

The CHarrMANn. You represent such a diversity of interests in the 
cooperative field that it would be impossible to do that. I do notice 
that you have just said that the fundamental principle in any farm 
program should involve maximum incentives for sound marketing 
efforts by farmer cooperatives and other private commercial interests. 
Farmer cooperatives represent producer groups who would be doing 
the marketing. If Government guarantees cost of production plus a 
reasonable profit, does that prov ide the maximum incentive for sound 
marketing efforts in your opinion? 

Mr. Brinxxey. I think there is far more to the incentive approach 
than simply guaranties of anything. I think that the emphasis 
should be put on the efforts of private industry on such legislation as 
will protect them in their efforts so that they can expand their self- 
help program and so that the efforts of private industry can be maxi- 
mized as compared with the activities of Government, for example, 
in the field of marketing. 

I can see that anybody in any industry who would be guaranteed 
profits by Government would not have, I would think, the kind of 
incentives that would be required to exert to the maximum degree 
their own efforts in that field. 

The CuarrmMan. If Government guarantees cost plus to the pro- 
ducers, they would not even have the incentive to maintain a coopera- 
tive; would they? 

Mr. Brinxiey. That is right. I touch on that a little later on. 

The CHarrMan. Will you proceed? 

Mr. Brinxtey. In this area, one of the most successful examples of 
cooperation between producer organizations, other private handlers 
and Government have been found in the field of marketing agree- 
ments, which have been in effect in handling certain commodities for 
a number of years. That is, they have been successful in adjusting 
the supplies of higher quality commodities to the effective demand, 
and in finding diversion uses for lesser quality products on what 
amounts to a multiple pricing basis when and if the market situation 
so warrants. 

I would like to interpolate at this point, I have a good deal to say 
about the marketing agreement program. I want to emphasize that 
we use that program merely by way of illustration of principles, 
rather than by saying that this is the way by which all farm prob- 
lems can be solved. We think that there are certain principles 
involved in the marketing agreement program that might well be 
broadened to other fields. 

The CHatrMAN. You believe that in the case of dairy products, for 
instance, the multiple-pricing system has been effective? 

Mr. Brinktey. It has been effective, yes, and some of the pricing 
bases have been used in other commodities. 

Whether by accident or design, the marketing-agreement procedure 
has tackled the supply-dem: ind ratio as the causative factor in pric 
and production maladjustment, and has not tackled the price situa- 
tion directly as such. We believe it is accepted clinical procedure to 
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treat the causal infection rather than the symptomatic above- or below- 
normal temperature resulting therefrom. 

So that marketing agreements, in large part, have been successful 
in getting producers the best income that consumer demand would 
sustain. At the same time there has been reflected back to producers 
the need for orderly production adjustments, and they have assumed 
their responsibilities in that connection, 

While the programs have been under the supervision of the Depart- 
ment of Agriculture, the producers through their own setup have as- 
sumed the responsibilities for orderly marketing, including market 
quotas, and grading, sales promotion, export and diversion projects; 
and also the price and production adjustments necessary to move 
their product into consumption channels, and handle the carryover. 

While section 32 funds have been used to increase diversion sales to 
Government-consumption projects, the Government has not assumed 
the responsibility for buying and storing the surplus at a fixed support 
price. Price has been the result of orderly adjustments between 
supply and demand. 

The milk marketing orders have also represented cooperation 
between producers, handlers, and Government to adjust supply to 
demands in order to sustain the best income possible, but their effec- 
tiveness has been complicated by fixed level price supports for by- 
products, butter and cheese, which enter into the pricing formula, 
directly or indirectly, and by fixed price supports for grain feeds fed 
to cows, which affect production costs. 

All in all, the marketing agreement has proven to be a reasonable 
device under which producers, handlers, and Government can coop- 
erate, under protection of the law to get the greatest consumption at a 
price which will sustain optimum production at the least cost to the 
Government and with the greatest assumption of responsibility by 
the producers and their organizations. 

This is in line with the national council farm program principle 
that programs should permit of such normal changes and adjustments 
as may be necessary to meet changing supply and demand conditions. 
It also meets the criteria that a major objective should be maximum 
participation in administration on the part of producers and producer 
organizations. 

Still another of our principles is met in that simplicity of enforcement 
is desirable where enforcement measures may of necessity become an 
integral part thereof. Programs should be activated by incentives as 
far as possible, rather than by penalties. 

Such programs should be adjustable directly to the changing current 
needs of the producers, including any price support operations, and 
should be administered by farmers and bona fide farmer organizations. 
They should be designed to stimulate the effectiveness of farmers’ 
business associations and enhance their opportunities for service to 
their members. 

Actually, some Government-operated farm programs are competi- 
tive with and destructive of farmers’ marketing organizations. 
Government activities can outbid the producer organizations for the 
patronage and loyalties of their members. 

The marketing agreement program also meets the national council’s 
criteria that it is so devised to afford primary assistance to domestic 
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producers. It points up the need for a device like section 22 even 
when domestic production is on the most economical basis. 

Since the marketing agreement results in pricing at the level which 
will keep producers in production and yet reflect the best domestic 


price to consumers, the need for section 22 is not a matter of 
jecture but is easily computable on the basis of 

The benefits of our farm programs sho ld not be extender 
producers, traders, and dealers of foreign countries or to the treasu 
of such countries. Much of this has taken place under our pri 
policies. Our foreign-aid programs were designed to do this throug! 
technical assistance and other aid; and a foreign economic poli 
which created a favorable climate abroad for capital investment would 
ultimately clear up most of the price difficulties of producers of 
primary products here and abroad 

The national council favors legislation that carries authorization 


market facts 


for the use of marketing agreements and orders and for the continua- 
tion and liberalization of the act It should provide for inclusion of 
additional farm commodities to which marketing agreements and 
orders are adapted, wherever a majority of the producers by numbet 
and volume signify their desire to be included under the act 

The CHAtRMaANn. You would change that from the present two thirds 
vote required to a majority? 

Mr BRINKLI Y Here l am merely quoting verbatim from the 
council’s resolutions, as well as the following paragraph 

The act should be amended to enlarge and clarify the authorization 
for agencies established under marketing agreements and orders to 
engage in or finance within reasonable limits research work from funds 
collected pursuant to the marketing order 

This will afford an opportunity for the industry to actively promote 


badly needed market and utilization research on its own product 


The national council favors legislative action which will provide for 


the expansion of public facilities and personnel necessary for basic 
research in all problems of utilization and marketing of farm products 
including development of improved farm production supplies. Fo 
this purpose, the facilities of the Federal Government, land-gra 
institutions, State experiment stations and private research agen 
should be utilized in the most practical manne 

However, we are convinced that in the field of applied research 
blocks have been raised to publie sponsorship and financing. We 
believe that through the marketing agreement contract, provision 
can be made for promotion and support of marketing and utilization 
research by the industry in a most voluntary, effective and satisfactory 
way. 

At present our commodity industries are not organized and financed 
to carry on this function and a great vacuum exists which oug! 
be occupied by adequate applied research in marketing and utilization 

The marketing agreement legislation uld also be amended to 
provide for continuous operation of marketing agreements and orders 
despite short-term prices variations, in order to assure orderly dis 
tribution throughout the marketing season. At the present time the 
provisions of the marketing agreements are suspended if the price of 
the products rises above parity even for a short tim 

The price-support programs for our basic commodities embrace a 
number of the same principles utilized in the marketing agreement 
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approach, particularly when quotas and allocations are in effect. 
These are voted by the producers themselves, and at the local levels, 
the programs handed down are administered by elected representa- 
tives of the producers. 

sut in other respects they are different. At the State and Federal 
levels they are administered by professional appointees of the Govern- 
ment, who are always under control of the Civil Service, the Budget 
Bureau, and the General Accounting Office, whose regulations govern 
the complicated slow-moving procedures and assure protection of the 
Government interest first, and the delicate economies of production 
and distribution only indirectly. 

The fundamental ‘dif ferences are that there is at any one time a 
fixed support level for a price below which the Government takes 
possession and comes into ownership of the volume which cannot 
move into consumption at that price level. This will be true whether 
the support level is directly fixed by law or by a legal formula which 
in itself may be rigid. 

Incentives are lacking for the industry to voluntarily adjust supplies 
to demand, and there is no effective overflow through diversion of 
surplus to lesser uses. There is no participation directly by the pro- 
ducers in goal finding, administration of the quotas, in market develop- 
ment, research, or in the responsibility of production adjustment. 
There is no device for the varying efficiencies of production to feel 
out the levels at which costs will be sustained by consumer demand. 

It seems to us that machinery exists at the local levels, and it can 
be created at higher levels, to bring most of the principles of successful 
marketing agreement operation to bear on the programs for basic 
commodities. In so providing we believe that we will have programs 
which entail more producer participation, more flexibility, more pro- 
duction adjustments, better distribution and consumption, and stepped 
up research and education in the economies of production, marketing, 
and utilization. 

Potential agricultural surpluses should be stockpiled in the soil in 
the form of soil fertility, so that they can be used for stepped up 
production as our markets will absorb them; and in emergencies. We 
would favor the revision and adaptation of our soil conservation pro- 
gram to accomplish this purpose in the case of acreage taken out of 
production in the course of adjusting visible commodity supplies to 
effective foreign and domestic demand. 

If we are to continue the fixed supports for basic commodities— 
either by the present method or by the fixed flexible formula—then 
the National Council believes that the Commodity Credit Corporation 
should be required to use private agencies, inc luding farmers’ coopera- 
tives, to the maximum extent possible i in the loan and storage program. 

It should assume to an increasing extent the function of an insurer 
or guarantor of loans, thereby following other well-established pre- 
cedents in Government such as home-loan and deposit-insurance 
programs. 

Such programs should also minimize the possibility of Commodity 
Credit Corporation coming into possession of large quantities of 
commodities. Should possession of supported commodities be un- 
avoidable, Commodity Credit Corporation should then resort to 
private industry to a maximum degree in the movement of its stocks 
into the channels of consumption, using such contractual relations 
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with farmers’ cooperatives and other business agencies as may be 
mutually agreeable. 

It should be the role of Government to provide the incentives for 
the construction and operation of the necessary storage facilities by 
private industry. 

Governmental agencies and employees must keep in mind at all 
times the congressional mandates requiring the encouragement of 
farmers’ cooperatives. These policies of Congress are as valid today 
as when established. 

However, we do not regard Government sponsorship, development, 
and use of captive farmers’ cooperatives to serve governmental 
purposes alone as being within that mandate and we express our firm 
opposition to such policies. 

We are opposed to any effort on the part of the Governme nt by 
design or otherwise to use farmers’ cooperatives for government tal 
purposes to the detriment of those activities in which farmers shou ld 
normally engage in the mutual farm-business enterprises for which 
they have been established, or 2 which they wish to engage. Under 
programs presently operated, Government restrictions on the per- 
sonnel, their finances, and their construction of facilities, has been 
enforced on some farmers’ associations participating in farm pro- 
grams. 

Under modern economic and social conditions, with a high degree 
of rigidity in cost structures, increasing monetary outlay in the pro- 
duction of farm crops, and the need for adequate production to 
insure consumers abundant quantities of bigh quality food and fiber, 
together with increased risks incurred inherently in high sustained 
production, the welfare of the Nation requires that degree of stability 
in price and market structure which will insure the optimum con- 
tribution by farmers to the national interest. 

National agricultural policies should not be such as to promote 
chronic overproduction beyond any demand. ‘They should, on the 
other hand, provide opportunity to promote efficiency, permit sound 
economic and technical adjustments, develop proper interrelation- 
ships within agriculture, and result in a high level of consumption of 
farm commodities. 

The level of protection should be susceptible to such prompt 
adjustments as will result in solid economic stability in farming and 
a percentage of the national income commensurate with the contribu- 
tion to our economy made by the farmers of the Nation. In the 
process of achieving that goal, our system of free choice, free enter- 
prise, and the development of farmer-owned and farmer-controlled 
organizations should be further encouraged. 

Senator ScuoreppeL. Mr. Chairman? 

The CHarrMaAN. Senator Schoeppel. 

Senator Scnorpre.. In the last paragraph on page 11 you start 
with the statement— 

National agricultural policies should not be such as to promote chronic over- 
production beyond any demand. 

In the light of what has happened, how could we have avoided it? 
We had a war on. 

Mr. Brrnxey. I do not think we could have avoided it, Senator. 
I have no quarrel whatever with the farm programs of the past. I 
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think that they operated to a very considerable extent to help achieve 
the maximum production that we had to have. 

I would raise a very serious question though as to whether the 
same kind of a program that would do that job could also be expected 
to do something that might be quite different from the demands of 
the Nation at that time. 

Senator Scnorepren. At that time, as you and I know, the Korean 
conflict was developing; ‘we came out of World War II; we impressed 
upon the agriculture industry to move forward in high gear. 

Maybe, looking at the picture from hindsight, we did not put the 
brakes on fast enough to prevent these big surpluses piling up. But 
we have, since that time, had the agricultural producers’ vote to 
restrict acreages. 

That should be some deterrent to overproduction under any farm 
program that might finally be adopted. But these surpluses have 
resulted. As I say, you do not want to promote chronic overproduc- 
tion. That is the $64 question that, either legislatively speaking or 
administratively, the Department is going to have to wrestle with, 
and what we are working on in this committee. 

Do you have anything specific to suggest? 

Mr. Brinkxirey. We have nothing specific, Senator, directed to 
that particular problem other than the general broad approach of 
shoring up our private marketing system in such a way as to get the 
maximum movement of agricultural commodities into both domestic 
and foreign markets. 

I realize that we have a very serious situation at the present time 
Irrespective of the reasons for that situation I think they were valid 
I do think that we have come perhaps into the beginning of an era 
which is quite different from anything that we have experienced 
during the last decade and we need to have a very careful reexamina- 
tion of what we have to do and the kind of assistance we need to 
maximize the efforts of private industry in doing a marketing job, 
recognizing again that that alone is not sufficient. 

I did feel that inf the past decade, when we had a seller’s market, 
that perhaps we have lost the touch for markets and marketing, or 
what it takes. I have the feeling that we may need to very carefully 
and seriously examine our foreign economic policies and see what it is 
in that field that can be dore that will aid and assist our private 
marketing system in expanding our exports not only in existing 
markets or the markets that we formerly had, but opening up new 
markets. 

What do we need to do to divert the traditional uses of farm 
products, for example, to new uses? What do we need to do to find 
new areas and to help build the consuming demand in those areas, 
particularly in some of the underdeveloped countries of the world. 

I think that we have a tremendous field in that area alone of what 
the United States can do in order to build up the purchasing power of 
people and consumer demand in foreign countries so that there will 
be a bigger market for the things that we and others produce, and 
where they can produce and consume more of the things that are 
indigenous to that country. 

I think it is a slow process. It cannot be done overnight. But I 
think it is so inherently sound to approach the thing from that stand- 
point that I have the firm conviction that anything that we can do in 
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that direction will help to minimize and perhaps solve our problem 
in the years ahead. 

Senator ScHorepreEL. You say, Mr. Brinkley, that it is a slow process. 
That has, of course, brought into bold relief how some of these foreign 
countries operate through their governments and not through privat 
individuals. 

Mr. Brinkuey. That is right, sir. 

Senator ScHorpre.. | take it that you have the feeling that the 
only way we can approach it is not by private groups in this country, 
unless these have the consent or approval of our Federal Government 
on a high level. 

I have felt that we have been running into serious difficulties because 
of the rigidity of the Government-controlled economies in foreign 
countries as against the slowness on the part of our Government 
agencies on a high level to do anything to break into those markets 

Although I am no expert, I know that other nations competing 
with us on wheat and some of our other basic agricultural commodities, 
have shown greater flexibility in moving into foreign markets, then 
coming under our price system and making agreements, with a more 
vigorous and competitive approach than our Nation has demonstrated 
through, shall I say, the State Department or Mr. Stassen’s program 

Right or wrong, that is the way it looks to me, and we are § 


roing’ to 


have to take another look, and we are going to have to be more 
vigorous in meeting this competition, because we always have come 
out third best, it seems to me. 

Mr. Brinkuey. | think that you have put your finger on one of 
the sore spots in my opinion in our foreign economic relationships. 


We have seen, over the past years, a very marked development 
in state trading in a great many foreign countries. There are some 
countries that actually finance their governments with the proceeds 
of the state trading in some of the basic commodities. 

When you do find such a situation, it does put private industry 
under a severe handicap in meeting the kind of competition that 
they find it possible to engage in, in matters such as terms of sales, 
credits, deliveries and prices and what have you 

I think that we would compound the error in this country if we fell 
into doing our trading in the same way. I think that we have demon- 
strated throughout the history of this country that we get things done 
best by private industry. I think that we would make a very serious 
mistake if we attempted to meet that kind of competition by ourselves 
resorting to state trading. 

I think that what we need to do is to develop the kind of support 
and the kind of atmosphere in trading on the part of the Government 
that will assist private industry in meeting that competition, and by 
example and precept there is a possibility it seems to me that in 
time we may begin to reduce some of the trend toward the state trad- 
ing that bas grown so rampant in recent years. 

I feel very strongly that private industry can match that kind of 
trading if we have the kind of support from Government that is 
needed to do the job. I certainly do not think that we should resort 
to state trading in order to fight fire with fire, so to speak. 

The CHarRMAN. Do you think, Mr. Brinkley, that we should 
undertake to limit profits of private industry, in any way, such as by 
using Commodity Credit commodities for trading in the foreign field? 
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Mr. Brinxuey. Senator, this country grew great on the profit 
motive. When you begin to restrict profits then ‘T think that you do 
violence to the philosophy that we used to build this country. I do 
not think that profits should be restricted. 

The CHArRMAN. You think that competition alone is sufficient to 
handle that? 

Mr. Brinkuey. I certainly do. I would not be disturbed if some 
international trading company, a private individual or company, did 
make large profits. If they are smart enough to feel out and to smell 
out these trade opportunities they ought to be entitled to the returns 
for their work. 

The CuarrmMan. The answer to that problem would be for the 
Commodity Credit Corporation to be well enough aware of world 
market prices so as to obtain the maximum possible amount from 
private traders who would then resell to foreign countries. 

Mr. Brinkuey. Yes, sir. I think the Commodity Credit Corpora- 
tion is probably the largest holder of stocks in the world. I think it 
is up to us to see to it that we have officials in charge of the operations 
of Commodity Credit Corporation whose abilities are commensurate 
with their responsibilities. 

The CuarrMan. I think we have, right now. 

Mr. Brinxuey. I think we have, too. I think that we should put 
the whole thing on much more of a business basis than has been done 
in the past, and I think it should be done soon. 

The CuarrMan. I think the Commodity Credit Corporation is 
under very capable management right now and I should be very much 
surprised if results are not discernible within the next 4 or 5 months. 

Mr. Brinktey. I think we can fully expect that. 

Senator ScnouprrgeL. Mr.Chairman, I would like to ask Mr. Brinkley 
a question. 

The CHarRMAN. Senator Schoeppel. 

Senator Scuorpre.. You touched on one thing, brought up by the 
chairman; you stated that the Commodity Credit Corporation is 
probably ‘the biggest single holder of farm commodities now in the 
world. That of course is a segment of the Government, credited by 
the legislative branch, obviously to meet certain conditions. 

Mr. Brinkuiey. Yes, sir. 

Senator Scuorpret. Will the Commodity Credit Corporation, if 
these surpluses continue to develop and develop, lead toward some 
kind of state trading unless watched pretty carefully? 

Mr. Brinkuey. It has the seeds of state trading in it, Senator. 
That situation is the kind of thing that could normally be expected 
to lead to state trading. That is why I am so concerned that we 
recognize the possibilities inherent in the situation in which the 
Commodity Credit Corporation finds itself and guard against any 
trend toward further drifting into state trading. 

I think it is extremely dangerous. I am very much afraid that if 
it should start that we would not have any terminal facilities; that 
the thing could finally extend into other areas in agriculture than 
might otherwise be the case if we attempted to and were successful in 
avoiding a trend toward state trading. 

Senator ScnHonpre.. There is one thing that bothered me, Mr. 
Brinkley. When we had the officials of the Commodity Credit down 
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here and Mr. True Morse was testifying; in answer to some of the 
questions, I noticed a very decided feeling on his part, of wanting to 
move into these foreign markets on an agricultural basis, and to keep 
away from a strictly other high-level Government department 
approach which heretofore, as I view it, has not been too successful. 

That may be the answer to working off some of these surpluses if 
he and that department will receive the cooperation that I think is 
possible for them to receive. 

Mr. Brinxiey. They have to have that kind of cooperation. 
I think we have such a serious situation that until we begin to reach 
some solutions, the whole foreign economic policies of our Govern- 
ment should be oriented to that particular problem. I mean all 
Government departments. 

The CHarrMAN. It is my understanding that the President’s 
program is intended to expand the movement of commodities both 
in domestic and foreign markets without necessitating those com- 
modities passing through the hands of the Commodity Credit Cor- 
poration. That is my own interpretation of the President’s program. 

Mr. Brinkiey. That is my interpretation, too, Senator. I was 
referring strictly to the present stock situation in the Commodity 
Credit Corporation. 

Senator Scnorrrer. That is what I had in mind. 

Mr. Brinkuey. And not to the rest of agriculture and normal 
marketing programs. 

The CuarrmMan. We do have the problem of enormous stocks held 
by the Commodity Credit Corporation at the present time, and title 
I of the proposed legislation is intended to deal with those holdings 

But then I understand that the President’s program is intended 
to stimulate and expand both domestic and world trading without 
necessitating the Commodity Credit again having to accumulate the 
largest holdings of these commodities in the world, which undoubtedly 
exert a pretty profound influence on world trading in general. 

In fact, holding by the Commodity Credit Corporation of these 
commodities at price levels that keep them off the world market 
undoubtedly stimulate uneconomic production in many other countries 
of the world. 

They say if America is going to hold these at a price out of our 
reach, then they are going to offer incentives for production in their 
own country so that they will be independent of the United States. 

Will you continue, Mr. Brinkley? 

Mr. Brinxuey. We have a a strong feeling that programs up to this 
time have not vive n sufficient leeway or choice to producers as to the 
type and kind of program which will more nearly fill the needs of 
particular commodities. 

For example, the members of our organization who are engaged in 
the processing and marketing of rice in domestic and foreign ‘markets 
have signified recently that they are very much interested in a mul- 
tiple-price program which they feel would aid them in competitive 
pricing in foreign markets. 

This is the second time the rice industry has adopted this attitude. 
There are doubtless similar instances where other types of program 
or modifications of existing programs will more nearly fit the needs of 
producers. 
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With this in mind it occurs to us that consideration might well be 
given to the development of legislation which would permit producers 
to develop such programs under broad permissive legislation. 

The CuarrMan, Are you familiar with the self-help program which 
some of the dairy pe ople are proposing? 

Mr. Brinkxuey. Yes, sir; in a general way. I have not studied 
too carefully. 

The CHatrMan. Without regard to details, would it be possible to 
have a marketing agreement for dairy products on a nationwide basis? 

Mr. Brinxuey. It would certainly be an interesting approach, 
Senator, particularly on some of the commodities with which we 
appear to be having most difficulty. I had not thought about it. 

The Cuarrman. | thought about it but I have not arrived at any 
conclusions. That is why I asked you. 

Mr. Brinkuey. I am sorry, I have not, either. 

The CuarrMan. I can see where it might be applied nationally on 
manufactured products, providing fluid milk itself did not come into 
the picture too much, but I have arrived at no conclusions. I was 
just simply seeking any ideas that you might have on it. 

Mr. Brinkuey. It is an interesting subject. 

As another example in reverse, we find that producers of certain 
commodities commonly assumed to be in a position to derive some 
benefits from marketing agreements, are strongly opposed to market- 
ing agreements. Yet their commodities are specifically named in this 
bill. Perhaps there are others which should be included, but are not 
specifically named. It would, therefore, appear to be the part of 
wisdom to suggest that broad permissive enabling legislation be 
drafted in such manner without specifying or limiting commodities 
as to leave to producers of such commodities the initiative and the 
decision as to whether they should be included under the act. It 
would seem that if they are required to take positive action one way 
or another as to their inclusion there would be far less possibility of 
mistakes in the further development of such programs. 

We wish to further emphasize that while we have mentioned the 
marketing-agreement program rather frequently we do not wish to 
leave the impression that in our opinion such programs of themselves 
offer more than a limited approach to the solution of farm problems, 
and then only in a few commodities. They are used as illustrating 
certain principles which we feel should be given more attention in the 
development of the kind of farm programs which places primary 
emphasis on the development of sound competitive marketing systems 
in domestic and foreign commerce, handled by private industry, and 
participated in to the maximum extent possible by producers in their 
initiation, operation, and shared responsibility. 

The Cuairnman. Thank you, Mr. Brinkley. 

Are there any questions? 

Senator Mundt? 

Senator Munprt. Mr. Brinkley, I got in late and did not hear 
your entire statement. I wonder whether your entire statement 
could be construed as an endorsement in support of the instant 
legislation that we are discussing or not? 

Mr. Brinkiey. It coud not, Senator, neither for nor against. 

Senator Munprt. You just discuss general principles? 

Mr. Brinkiey. Just discussing general principles. 
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Senator Munpt. May I ask something about the nature of the 
National Council of Cooperatives? There are so many co-ops in the 
country. Does this include all of them or a majority of them? Who 
do you really represent? 

Mr. Brinkuey. We have as our members, Senator, approximately 
5,000 of the marketing and purchasing cooperatives in practi Leally all 
parts of the United States marketing practically all of the agricultural 
commodities in the United States. They in turn have about 3 million 
farmer members. So that we at least are representative of a fair 
cross section. 

Senator Mounpr. How about an organization like the South Dakota 
Wheat Growers Association? 

Mr. benenay They are not members 

Senator Munpt. Do you have members in South Dakota? 

Mr. Brrnkxiey. We have members, many of whose names I am not 
familiar with, who are members, of State council organizations. A 
great many of the smaller cooperatives are members of the State 
councils and they in turn are members of the national council 

Senator Munpr. How about a vast grain-purchasing organization 
like the GTA in St. Paul? 

Mr. Brinkxuey. They are not members. 

Senator Munpr. None of the Farm Union co-ops? 

Mr. Brinkiey. Some of them are; yes. 

Senator Munpr. I am interested in a suggestion you make: “Tf 
would therefore appear to be the policy of wisdom to suggest that 
broad permissive enabling legislation be drafted in such a taanne) 
without specifying or limiting commodities as to leave to producers 
of such commodities the initiative and decision as to whether they 
should be included under the act.’”’ By that do you mean that tf, a: 
and when we draft new legislation it should be drafted in such a way 
that the rice producers or the corn producers or the dairymen or the 
wheat men should be permitted, if they so desire, to include themselves 
out instead of in by some kind of process? 

Mr. Brinkuey. I think if it could be drafted so that they could be 
included in, they should have the privilege of being included out, too. 
I use as an illustration the rice people who feel very strongly and 
developed on a previous occasion a very comprehensive program of 
multiple pricing in order to be more competitive in the foreign trade. 

Senator Munpr. You have, of course, the example before us now of 
the wool people who are included out and have a program of their 
own, and the tobacco people who are included out and the sugar 
people who are included out. I have given a lot of thought to — 
possibility that maybe you have to battle for farm prices like a 
guerrilla war, with the same tactics. I wonder if as a sented to 
what you said about the right to be included out in this particular 
program, you would believe that it is also a sound legislative practice 
for us to draft legislation which would permit vast groups of producers 
of a specific product to be included in a program such as we now have 
should they so prefer? 

Mr. Brrnxtey. I had in mind, Senator, what appears to me to be 
great difficulty in drafting a uniform piece of legislation, farm or 
otherwise, that will have equal benefits to all segments of an industry 
so complex and widespread as agriculture. It does seem to me that 
consideration at any rate should be given to developing a kind of 
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program by which producers themselves would determine whether o1 
not they wish to avail themselves of it. I am not a legislator and do 
not know how to do it, 

Senator Munpr. As a general organization that makes a lot of 
sense tome. I am following through with your thinking. Assuming 
for the sake of argument, without engaging in any prediction, that 
the Aiken bill now before us is adopted as is. You would say it would 
be a better bill if it could be drafted so that the rice people or the wheat 
people or the corn people by referendum could say, “All right, but not 
for us; we would rather try something else, by ourselves.” Is that 
right? 

Mr. Brrnxuey. I would not want to say anything that could be 
construed as either for or against the legislation under consideration. 
It does seem to me 

Senator Munpr. I am saying that assuming that were a fact that 
it were going to be adopted as is, you say that such legislation would 
be better if it would permit, by referendum, a certs in group of pro- 
ducers, or the producers of a certain product, to say, ““We would rather 
be outside and try something else” like the tobacco or wool people. 

Mr. Brinkuey. At least it seems to me that that approach is worth 
very serious consideration. 

Senator Munpt. I quite agree, so I ask you as a corollary whether, 
if that is sound for this particular piece of legislation whether it would 
not be equally sound to use the machinery of referendum so that if 
the corn people, rice, or wheat people are better satisfied with the 
program which we now have of rigid prices with s! arp acreage con- 
trol, whether they should not also. be able to say, “We will vote to 
stay in that kind of a program.” It seems to me if it is valid to 
exclude somebody on a given program it is equally valid to include 
somebody. 

Mr. Brinkuey. It does seem to me that you have certain very 
broad principles in connection with the legislation that in the general 
interest of the welfare of the Nation and of farmers those principles 
need to be preserved. Beyond that perhaps there are certain modi- 
fications or certain privileges that might be cranted to the produc ers 
of particular commodities to develop the kind of program that would 
meet the particular situation with which they are confronted, and 
they are quite different. They are different in every commodity in 
America. It is a very complex thing. For years I have personally 
been disturbed with the philosophy ‘that would appear to result in 
the development of a certain pattern and fitting evervbody under it 
and if they do not fit just trim them off around the edges. I think 
there are some grave dangers in that kind of an approach. 

I am hoping that we might be able to work out such modifications 
and such permissive legislation as would permit producers to take 
advantage of legislation that would help them. 

Senator Munpt. To particularize, and to pinpoint my question 
that you have not exactly answered, would you limit this so-called 
franchise of the farmers to excluding themselves, commodity by 
commodity, from the Aiken bill assuming that the Aiken bill is passed, 
without going into its desirable or undesirable features. But assuming 
that that is to be the law of the land would you limit the franchise of 
the farmers to take themselves out from under that act? Would it 
not be equally valid to expand the franchise to the point where the 
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producers of a given commodity could say, ‘“We vote to continue with 
the program which we now have. We kind of like that.” 

Mr. Brinktey. I think you would run into some dangers there, and 
I predicated my attempted answer awhile ago by saying that I felt 
there were certain broad general principles and general programs that 
in the interest of the national welfare and the farmers as a whole 
have to be preserved. But beyond that there seem to be some 
opportunities for fitting programs more nearly to the direct needs of 
the producers. 

Senator Munpt. What do you have in mind? 

Mr. Brinker. The only thing I have in mind at the moment is the 
program that I mentioned, the interest that has been indicated by rice 
producers in this country for multiple price support. 

Senator Munpr. You said there were certain broad overall national 
interests which you felt might justify limiting the franchise of the 
producers to excluding themselves out, as well as including themselves 
in. 

Mr. Brinxey. I would say one of them would be the program 
which it seems to me we must adopt of keeping total production in 
line with our total demand. 

Senator Munpr. Right. I thought you were \ adding to su rpluse S. 
You would grant, would you not, that you can reduce the surpluses 
by acreage control? That is the only way you can reduce it except 
by expanding markets. 

Mr. Brinkuey. Certainly it is the only way that has been advanced 
so far. 

Senator Munprt. So that the question becomes, How do you cut 
down the acreage? Do you cut it down by a referendum as the wheat 
people have decided to do, and cotton people have decided to do, or 
do you cut it down by constantly decreasing the price the producer 
receives for a given product so that he cannot raise money raising 
wheat and will raise soybeans? You can do it either way, theoretically, 


Mr. Brinktey. Yes, you can do it any one of several ways 

Senator Munpr. So you would not jeopardize the cae interest 
if you were to give the wheat farmer, to use him as an exhibit, the 
right to say, “Okay, a lot of people like this Aiken bill but as wheat 
iio ers We kind of li Ma to stick with the old idea of | laving guaranteed 
high prices and the necessary acreage controls to control it.” It 
seems to me if we recognize the theory, which I do, that it is valid 


to let the farmer himself in a certain product like rice, decide the kind 
of farm program he wants, just as long as it is going to conform to 
the national interest, that it is equally valid to say that if he partic- 
ularly decides he does not want the sliding-price approach but he 
likes the fixed-price approach with acreage controls, I see no reason 
why he should not be permitted, through the referendum mechanism, 
to have the type of program he wants, as the tobacco man has, and 
the sugar man, and the woolman, and like the rice man wants. Is 
that right? 

Mr. Brenxuey. I think that perhaps the difficulty would be in 
defining the area in which the national interest and the interest of 
farmers as a whole would be preserved. I do not regard this as being 
a substitute or anything of that sort of anybody’s proposal. I have 
simply suggested that because of the vast complexity of American 
agriculture and the varying problems in each commodity in the 
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country, consideration should be given to letting the producers of 
those commodities have some say about the kind of program they 
need to fit their particular problems within the framework of the 
general approach 

Senator Munpr. It seems to me that we are in complete agreement 
in our theoretical discussion, unless you want to take the position and 
say that a farmer can have a franchise to be in or out of a sliding-price 
proposal but he cannot have the franchise to be in or out of a fixed 
price proposal I do not see how you can exactly justily that kind of 
approach. 

Mr. Brrnxuiey. I do not subscribe to either approach and the 
subject brings up some problems I would rather not comment on 

The CuatrrmMan. I have a couple of questions I would like to ask 
If any commodity group had the right to say whether they desired 
to receive cost plus up to 100-percent profit on their commodity 
which they produce, which way would they vote? . 

Mr. Brinkuey. I am very much afraid that they would vote for 
their own personal interests which I think would be in direct opposition 
to the national interest 

The CuatrmMan, I understand it has been developed by a certain 
Midwest experiment station that the cost of producing wheat in the 
great wheat areas will run 80 cents to $1 a bushel. The Government 
guarantees $2.20 a bushel in that area under our price-support 
program. 

We will say 5 percent of the people of the country vote to guarantee 
cost plus 100 percent profit on wheat. Do you think that the other 
95 percent of the people who do not produce wheat should have the 
right to vote also? 

Should they have the right to say whether they want to pay that 
price or not? 

Senator Munpt. And if you answer that for wheat, keep in 
mind 

The CuarrmMan, I want an answer to my question 

Senator Munptr. Keep in mind rice. There would not be any 
difference. 

The Cuarrman. I think we would have to abolish our judicial 
system and the Supreme Court before any group of people could be 
allowed to fix legally the price to be received for their own goods and 
services to the complete disregard of the other people who do not 
produce those commodities. 

Mr. Brinxuey. That is certainly true and it falls squarely within 
what I said awhile ago, that it must be in the national interest 

I point out again that I do not want this suggestion for study and 
consideration to be construed as anything other than consistently 
what it is without any application or implications as to the merits or 
demerits of the Aiken bill or any other piece of legislation; that I 
spoke in very general terms and used as an illustration one small 
commodity to illustrate the complexity of American agriculture and 
the possibility that there may be some other commodities in the same 
boat where, if they had permission to move in a certain direction 
within the general framework of basic farm legislation, it might be 
very helpful to those commodities. 

It should not be construed as anything over and beyond that. 
































































GENERAL FARM PROGRAM 189 


The Cuainman. We know the first marketing agreement law was 
declared unconstitutional by the courts. Then it was declared consti- 
tutional. It seems to me that went about as far as it could go in that 
direction in permitting any group of producers to—I will not say fix 
their own price because they do not fix their own price—regulate thei 
own marketing 

There has been a lot of good come from the use of marketing agree 
ments. IL think we can continue to work in that direction to good 
advantage. 

Mr. Brinkuny. I think so 

The Cuairman, I seriously doubt the constitutionality of permitting 
any group of producers to vote as to whether they wanted a lot of 
money or just a little money. 

Mr. Brinkuny. | think that would be utterly out of the question 
I had nothing of that sort in mind 

Senator Munpt. Mr. Chairman, that is not the case in point The 
case in point is whether or not it might be appropriate to give pro- 
ducers, let us say of corn and wheat, the same right that the producer 4 
of wool and the producers of sugar and the producers of tobacco now 
have, and that is to work out a program satisfactory to themselves 
in a farm program, and I understood Mr. Brinkley said conceivably 
the rice people. 

The CuairmMan. I think they have that right now, but I do not 
think they should have the right to fix high prices which in effect 
become part of the law, high prices that people have to pay L think 
they have the right to—I know they have the right now to determine 
whether they want to maintain prices by cutting acreage and 
production 

They have the right to organize under the Marketing Agreement 
Act which I think ought to be broadened to include other commodities 
I know there is opposition to that, but L think that opposition does 
not have a very sound foundation, taking into consideration the bill 
as written, 

I think you can go just so far, and if you go any farther, our courts 
are set up for the purpose of determining whether it comes within the 
framework of the Government or not 

Mr. Brinkuey. It is something that would have to be very carefully 
safeguarded. After all, | think | am simply making a plea for the 
Congress and the administration to give special consideration to the 
special problems of these complex American commodity problems that 
we have. 

Senator Munpr. I asked a question on a different point. Iam sure 
the chairman would not hold that any court in the land would hold 
that it is unconstitutional or illegal for the wheat farmer to do for 
himself what the tobacco people are permitted to do for themselves 

If it is legal for the tobacco raiser, it is legal for the wheat raiser if 
you keep them on a comparable basis 

The CaarrMan, The wheat farmer has the right to vote the same as 
the tobacco farmer does, although | believe 

Senator Munpt. That is right. The wheat farmer would be in the 
new bill and the tobacco farmer is not. 

The CHarrmMan. They would both be in this program. 

Senator Munpr. The tobacco farmer, I think, will continue the 
program which he now has. 
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The Crarrman. The tobacco farmer is not piling up a billion 
bushels surplus. There is a different situation there. The tobacco 
farmer has kept the production in line with world demand. The 
wheat farmer has not. 

Senator Munpr. That is correct. That is because the allotments 
which should have been made for the wheat farmer were not made 
and they were made for the tobacco farmer. 

The Cuarrman. The Senator is completely right. If the law had 
been applied as intended on the 1953 crop, the wheat farmer would 
be in a better position today than he is. 

Senator Munpr. Because one particular Secretary of Agriculture 
failed to comply with the intent and mandate of the law does not 
mean that all his successors should do the same. 

The Cuarrman. I want to assure the Senator from South Dakota 
that if the wheat farmer, or any other farmer covered by the proposed 
legislation complies with the intent of the law and keeps supplies in 
line with demand, then he is guaranteed the same level of support as 
recommended by the Senator from South Dakota. 

It goes without saying that if he keeps supplies in line with the 
demand and we develop more markets, he does not have to depend 
upon Government supports for his income. He will be able to go into 
an expanded market and do better than under a Government program. 
That is what we hoped to get away from—dependency on Govern- 
ment and the necessity of passing billions of dollars worth of com- 
modities through the Government before they find their way into the 
market, either domestic or foreign. 

Senator Munpt. Is it your experience, Mr. Brinkley, as a distin- 
guished farm leader, that reducing the prices that farmers receive for 
their products will result in less acres planted and thereby result in 
lower surpluses? 

Mr. Brinkxiey. That is a very complex problem. The record in- 
dicates that in the early thirties very low prices did result in lower 
production, but quite extensively through the bankruptcy route. We 
have some different factors, many different factors in the agricultural 
situation as of today. 

I would hesitate to give a categorical answer to a very complex 
economic problem. I just do not know what the direct relationship 
might be between price and production in a given commodity under 
possibly widely varying conditions. 

Senator Munpr. Let me phrase it differently. Would it be your 
interpretation of the bill that is before us that it operates on the theory 
that reducing prices for farmers will reduce the acreage planted and 
thereby keep the surplus in check? 

Mr. Brinxuey. I think that in general that philosophy is probably 
well founded. I think the opposite is true, too, that higher prices 
bring expanded acres so the reverse would probably follow to a con- 
siderable extent. 

Senator Munpt. In that connection, I would like to read into the 
record at this place and time some facts supplied by the Department 
of Agriculture in response to a request made, on the theory that per- 
haps we are moving ahead into farm legislation on a false premise. 

I do not know. IJ am asking for the facts. Let me give you the 
facts from the Department of “Agriculture. In 1944—I am talking 
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about corn—they planted 95,475,000 acres of corn. The price was 
$1.09. Next year the price went to $1.27. 

But in 1945 the acreage of corn was only 89,269,000. The price 
then went to, the following year, $1.56, which was almost 50 cents a 
bushel more than they were getting 2 years before. 

But instead of the 95 million acres it dropped to 88 million acres 
with a higher price. It then went to $2.16 in 1947, and the acres 
planted dropped to 85 million. So you have 10 million fewer acres 
planted at a time when the price is almost twice as much as it was 
just 4 years before. 

The next year corn dropped to $1.30. The same amount of corn 
was planted in 1948, 85 million acres. In 1949 the price dropped to 
$1.25. It went down. But the acres planted went up to 86 million 
acres 

In 1950 the price went to $1.53. It went up again. But the 
acreage planted continued to drop, this time to 82 million. It went 
up then to $1.66 in 1952, at which time there was a slight increase 
of about 400,000 acres planted. 

The next year it went to $1.52, in 1952, and the acreage planted 
dropped again to 82,658,000. So in the figures of corn, as supplied 
by the Department of Agriculture, all you get is a complete refutation 
of the assumption that when you give a farmer less for his product 
he is going to plant fewer acres 

I mention that as a matter of fact from the record because if we 
are going to pioneer any new farm program we must be mighty 
certain that we do not operate on a false premise when we start. 
Is that right? 

Mr. Brinkuey. That is right. 

Senator Munpr. We know we can reduce production by allocations 
of acres. We do not know that we can do it by decreasing prices 
because the record supplied by the Department of Agriculture refutes 
the theory that the Department of Agriculture brought up. 

About the same thing is true—TI do not want to belabor the record 
but I want that for the country to consider and for the committee 
to consider and for the Department of Agriculture to talk about, 
because I think we ought to be sure that we are operating on a sound 
theory when we wreck the agricultural economy, you would be the 
the first to admit, I am sure, that you wreck the national economy. 

Mr. Brinkuey. Yes, sir. 

Senator Munpt. We are experimenting with a pretty big problem 
and we have to be mighty sure if we change our formula that we do 
not change it in the direction which is not going to achieve the results 
we want. 

Senator Scnorpret. Mr. Chairman? 

The CHatrMan. Senator Schoeppel. 

Senator Scnorpret. I would like to switch to one other point in 
your statement on page 10 where you say: 

Such program should also minimize the possibility of the Commodity Credit 
Corporation coming into possession of large quantities of commodities. Should 
possession of supported commodities be unavoidable the Commodity Credit 
Corporation should then resort to private industry to a maximum degree in the 
movement of its stocks into channels of consumption, using such contractual 


relations with farmer cooperatives and other business agencies as may be mutually 
agreeable. 
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I do not know exactly what you have in mind there. Would you 
elaborate somewhat on that? 

Mr. Brinxuey. I have this in mind, Senator: The record of Govern- 
ment as a marketing agency is uniformly a bad one. They have no 
facilities nor the trained personnel that you need in order to feel out 
market opportunities and take advantage of market opportunities 
when and as they exist or as they may be developed. 

On the other hand, the record of private industry is uniformly a 
good one. It seems to me to be perfectly logical therefore to put the 
two together in such a manner as to use the strength of the private 
marketing system to the advantage of the Commodity Credit Corpo- 
ration and the Government in moving these stocks. 

I mentioned using contractual relations. I have in mind nothing 
in particular other than the following of customary trade practices as 
between owner and seller or owner and handler, where you pay a 
brokerage fee or other compensation for the services rendered by the 
person who does the job. 

Senator ScHorpre.. I understand that at the present time under 
the act, Commodity Credit surpluses cannot be disposed of until 
they get, I think it is, 105 percent of parity. 

In other words that, as I view it, is the intent of the framers of the 
act in order to protect the market. 

Would you, therefore, suggest that some degree of flexibility be 
written into the law if these surpluses mount to certain figures? 
Should we change the law and lower the figure that the Commodity 
Credit Corporation could sell under? 

Mr. Brinkuey. It is my understanding that that limitation does 
not apply to export markets. 

Senator ScHoEPPEL. You are talking only with reference to export 
markets there? 

Mr. Brinkuey. Yes, sir; largely in terms of export markets, I 
think great care must be taken in the disposition of such stocks to see 
that it does not interfere or impede the marketing of commodities not 
held by Government which are still in the hands of farmers or private 
industry. 

So that it is not something that you should use or find it possible 
to use, even to impede the marketing of privately held stocks, but in 
the foreign field I think that experience has demonstrated that there 
are times and places where considerable stocks of Commodity Credit 
Corporation commodities could be marketed with sound and proper 
marketing techniques and marketing abilities. 

I think that the facilities and the abilities of private industry should 
be used to the maximum in that kind of an operation. 

Senator Scuorprrge.. Do you feel that the Government has not 
that is the Agriculture Department through the Commodity Credit 
Corporation—cooperated fully in its contractual relations with the 
farmers’ cooperatives? It is my impression that farmers’ cooperatives 
were the recipients and beneficiaries of great quantities of storage grain 
being used and stored in their facilities. 

That is the reason I was wondering about that paragraph. 

Mr. Brinxtey. I did not have reference to that part of the program, 
Senator. It is true that farmers’ cooperatives have done a great 
service in the storing of these commodities. I refer only to the 
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movement of stocks into channels of consumption, that is, from the 
storage point on, rather than up to that point. 

Even up to that point, I still think that the Commodity Credit 
Corporation should use farmers’ cooperatives and private industry to 
the maximum in the storage program and other necessary handling 
of these CCC stocks, and they should follow on through and still use 
private industry in getting them into the channels of consumption. 

Senator ScHoEPPEL. Of course when you say that you and I agree 
very thoroughly. I happen to be a private enterprise man and | 
think the Government should cooperate fully with all the agencies 
and all the factors that have contributed toward the building of this 
country under the competitive enterprise system 

There is not any question about that. I would not ever want to 
see rigidity developed so that you would have to come to the Govern- 
ment for everything, and go to the Government before you did 
anything. The greatest possible expansion that we can have directed 
through private channels is, to my way of thinking, the satisfactory 
approach. 

Mr. Brinxiey. The alternative to this is State trading, pure and 
simple. If Government is going to handle all of it all the way through, 
that can only be State trading. That is the definition of State 
trading , in my book. 

Senator ScnorepPE.. I have no further questions, Mr. Chairman 

The CuHarrMan. Are there any further questions, Senator Mundt? 

Senator Munpr. No, thank you. 

The CuHarrMan. We thank you, Mr. Brinkley, for your testimony 
this morning. 

Tomorrow morning at 10 o’clock Mr. Allen Kline, president of the 
American Farm Bureau Federation, will be the witness. 

The meeting is recessed. 

(Whereupon, at 11:35 a. m., the committee was adjourned, to 
reconvene at 10 a. m., Wednesday, March 10, 1953.) 
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WEDNESDAY, MARCH 10, 1954 


Unirep Srates SENATE, 
CoMMITTEE ON AGRICULTURE AND ForEsTRY, 
Washington, D. C. 

The committee met, pursuant to recess, at 10:15 a. m., in Room 
322, Senate Office Building, Senator George D. Aiken (chairman) 
presiding. 

Present: Senators Aiken, Young, Thye, Ellender, Hoey, Holland, 
and Anderson. 

The CHatrmMan. The committee will come to order. The witness 
this morning is Allan B. Kline, president of the American Farm 
Bureau Federation. 

Mr. Kline, will you take a seat? You have a prepared statement, 
I note. Would you like to go through the statement or discuss each 
phase of it as you go along? 

Mr. Kune. I do have a statement here, Mr. Chairman. 

The CuHarrman. It is difficult to keep committee members from 
asking questions. 

Mr. Kune. I have observed that. In the first place we have a 
number of our people here from various States. I would hope that 
there would be time for each of them to make a brief statement on a 
point or two which seems to them to be especially important. 

The CuarrMan. We will try to arrange that. As you finish each 
point some of the committee members might ask questions. 

Mr. Kune. All right, Mr. Chairman. 

The Cuarrman. I think we can work out time for a complete state- 
ment and also for each of your farm State presidents to make a short 
statement. 


STATEMENT OF ALLAN B. KLINE, PRESIDENT, AMERICAN FARM 
BUREAU FEDERATION 


Mr. Kune. The American Farm Bureau Federation welcomes this 
opportunity to present its views concerning improvements in our farm 
price support and production adjustment programs. Before discussing 
the specific provisions of S. 3052 I should like to review the process by 
which our policies are developed and some of the important principles 
upon which our recommendations are based. 

We are thankful that today the American people have a legislative 
body of freely chosen representatives such as this to which citizens 
can frankly present their views. 

We recognize that other groups, such as labor, business, and govern- 
ment, have an interest in the maintenance of a prosperous and healthy 
agriculture. As farmers, we appreciate this interest, but we insist 
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that the proper people to speak for farmers are farmers themselves, 
through organizations of their own free choice. 

Farm Bureau is a general farm organization representing producers 
of all commodities. At the close of our last fiscal year, November 30, 
1953, membership in our member State organizations, located in all 
of the 48 States and Puerto Rico, was at an all-time high of 1,591,777 
farm families, and is still growing. As of January 31, 1954, paid-in 
membership was approximately 59,000 ahead of the same date in 1953. 

Farm Bureau policy development: There is no easy way to reconcile 
and to present on a national basis the consensus of thinking of farmers 
with respect to public policy. Some apparently believe that all you 
have to do to find out what farmers are thinking is to prepare a ques- 
tionnaire, mail it to farmers, and then tabulate the results. While 
such polls, if objec tiv ely prepare xd, can be he pfu, ho comple xX proble m 
can be thoroughly considered by any such simple device. 

Members of the Farm Bureau throughout the summer and fall of 

1953 held thousands of meetings in more than 2,300 counties to study, 
debate, and resolve on many issues important to them. ‘Let’s talk 
it over and decide’”’ was the watchword, As problems were studied, 
ideas proposed by members and the issues debated, many resolutions 
were developed. They were written in many different words, but 
their objective and meaning was clear and consistent—a rising real 
income for farm families and better rural community life, under a free 
choice system and a government of law in a world at peace. 
» ‘Each Member of Congress has been provided with a copy of Farm 
Bureau Policies for 1954, adopted by the voting delegates of the mem- 
ber State farm bureaus in Chicago, I[ll., on December 17, 1953. These 
resolutions form the basis for the action of the officers, board of direc- 
tors, and staff of the American Farm Bureau Federation. 

In order to get our recommendations before the committee expe- 
ditiously, we will summarize the portions of our resolution on agricul- 
taral polici ies which deal with the need for new price support and pro- 
duction adjustment legislation, the factors that need to be considered 
in the development of such legislation, and also the portions of our 
resolution on international affairs which deal with the expansion of 
foreign trade in agricultural products. 

The problem of maintaining prosperity in agriculture is exceed- 
ingly broad and complex and involves many different lines of action 
not only in agriculture but also in other fields. Most certainly farm 
price supports constitute only one part of a sound farm program. 


PRICE SUPPORTS-—-GENERAL CONSIDERATIONS AND RECOMMENDATIONS 


I. The price-support levels now in effect for the basic commodities 
and some others are a carryover from programs designed to encourage 
production for World War II and the postwar rehabilitation period. 
Continuation of these wartime price-support levels in a period of 
shrinking foreign demand, and accompanied by a purposeful delay 
in permitting farmers to use the machinery provided by Congress for 
them to bring supplies in line with demand, has created burdensome 
surpluses of some commodities. 

The drastic nature of the controls now required to deal with this 
situation is creating further problems. The time has come to review 
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and improve existing programs to the end that they may make 
more effective contribution to the solution of our current problems. 

II. In revising and improving price support and production adjust- 
ment programs, it is important to consider not only our experiences 
with existing programs, but also the differences that exist between 
commodities. For example, it must be recognized: 

(1) That some commodities are produced for sale, while others are 
ia primarily for use as livestock feed on farms. 

That the shifting of acreage from protected crops under Gov- 
ae control programs creates serious problems for the produce rs 
of these crops and also has serious implications for the producers of 
unprotected crops. This problem, of course, becomes more serious 
as the acreage involved increases. 

(3) That some commodities are little involved directly in foreign 
trade, whereas others need export markets, some are under pressures 
from imports, and still others must be imported to supplement 
domestic supplies. 

(4) That some commodities face more competition than others 
from substitutes and synthetic products 

(5) That producers are more favorably disposed toward production 
controls and price supports on some commodities than on others. 

(6) That some commodities are reasonably storable at m oderate 
cost, while others can only be stored for short periods, at a high cost, 
or after expensive processing. 

III. It must be recognized also that no price support program can 
be expected to work satisfactorily within the framework of our 
present economic system when jeopardized by huge stocks of com- 
modities overhanging the market. 

(1) With this in mind, we recommend a vigorously prosecuted 
program aimed at achieving a sizable reduction in present farm com- 
modity carryovers. This should be achieved in a manner which will 
minimize disruption of domestic markets for current production and 
not risk destroying the possibility of maintaining and expanding 
needed foreign markets. 

We believe that in order satisfactorily to dispose of its present 
stocks, the Conimodity Credit Corporation needs to enlist the initiative 
and enterprise of private traders throughout the world. There should 
be developed a comprehensive Commodity Credit Corporation sales 
policy aimed at making it clear that the liquidation of these stocks will 
be handled in an orderly manner and that private trade will be 
encouraged. 

Market information, credit, and all export services should be geared 
to aiding all private traders who engage in the export of farm products 

The export of poor-quality, adulterated, or damaged produ 
injures demand abroad. United States farm products should be 
well known around the world for their high quality. Measures should 
be taken to assure maintenance of quality standards essential to 
merchandising an increasing volume of exports of quality farm 
products. 

(3) Surplus farm products that cannot be sold abroad for dollars 
should be offered for sale and export through private channels, under 
limitations determined by the Secretary of Agriculture, in exchangs 
for local currencies. These currencies should be used as a revolving 
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fund for expanding international trade and increasing production to 
buy basic materials, and to pay United States obligations abroad. 

This is a limited proposition that we have presented in a different 
setting. 

(4) Congress should authorize limited use of surplus food and fiber 

for emergency relief purposes. We are not opposed to limited 
authority to use surplus farm products through private relief agencies 
operating in foreign countries. However, for any substantial volume 
we believe it is more practical and more humanitarian to sell surpluses 
for local currency which can be used to increase production and 
expand trade. 
' (5) We must guard against legislation or administrative action 
which would demoralize markets or create unfair competition for 
producers either at home or abroad. However, the executive branch 
of the Federal Government and especially the Commodity Credit 
Corporation should not stand idly by and watch foreign outlets shrink 
when supplies are available in the United States. It requires much 
less effort to maintain an existing market than to regain one that has 
been lost. 

IV. Price supports and production adjustment program provisions 
relating to such matters as grades, premiums and discounts, type and 
quality of commodities, should be designed to facilitate the production 
and marketing of the quantity and quality of products that can 
reasonably be anticipated to be in line with domestic and foreign 
market demand. 

Parenthetically, we would like to point out the fact that section 403 
of the Agricultural Act of 1949 authorizes appropriate adjustments in 
support prices for various factors, but that this authority has not 
always been exercised to the degree that would appear desirable. 

For example, wheat producers contend that the loan rates estab- 
lished for their commodity do not adequately reflect the differences in 
milling value which exist between the various kinds of wheat. We, 
therefore, urge that the Secretary of Agriculture be required to 
recognize quality in establishing future loan rates for the various 
types of wheat. 

V. The financial losses of the CCC resulting from commodities in 
storage going out of condition should be reduced by proper rotation 
of stocks to minimize quality deterioration and waste. 

VI. The following changes are needed to improve the workability 
of present legislation with respect to price supports and production 
adjustments: 

(1) The temporary provisions of law requiring 90 percent of parity 
price support on the basic commodities without regard to supply 
should be allowed to expire at the end of the 1954 program. ‘The 
principles of the permanent provisions of the Agricultural Act of 1949 
with respect to variable price supports should be put into effect. 

In addition the law should be amended to provide that 90 percent 
parity price supports shall be mandatory the first year that marketing 
quotas are in effect for any commodity immediately following a year 
in which marketing quotas were not in effect on such commodity. 
Thereafter, the level of price supports would be determined by the 
producers’ response in bringing supplies in line with effective demand. 

(2) The modernized parity formula should be extended to the 
basic crops which are still using the old formula when temporary 
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legislation expires on December 31, 1955, with a provision that no 
parity price will be reduced more than 5 percent in any 1 year due to 
this change. Further studies should be made with a view to develop- 
ing wavs of improving the equity of the parity formula. 

(3) By stockpiling fertility in the soil, we will build a soil fertility 
bank as a reserve for use in national emergencies. In contrast to a 
policy of accumulating large stocks of commodities, this approach 
will protect consumers without destroying the functioning of our 
market-price mechanism, 

Proper authority should be provided to require that producers 
devote a percentage of their cropland to soil-building crops or prac- 
tices as a condition of eligibility for conservation payments or price 
support on crops which are not under marketinz quotas. 

Increases in the acreage devoted to soil-building crops as a result 
of this recommendation should be subject to limitations comparable 
to those that may be imposed on the acreage diverted from crops 
under marketing quotas. 

When this program goes into effect, authority for the establishment 
of acreage allotments without ms arketing quotas should be abolished 
or suspended and producers given a clear choice between strict controls 
or freedom to decide how they will use their land. 

The Cuarrman. Would you apply that to all crops, including corn? 

Mr. Kune. Yes, sir; that is the intent. 

The Cuarrman. You would not have acreage allotments for corn 
unless there were also marketing quotas? 

Mr. Kure. Our resolution says that with regard to =o proposition 
of putting into effect this soil fertility bank, as we call i This is a 
very considerable change in the approach to the corn cebieiaieh: 

The Cuarrman. How could you apply marketing quotas for corn 
to a large percentage of the crop which is fed to livestock? Could 
you make it work? 

Mr. Kurne. As a matter of fact most of the people who deal with 
corn in the Farm Bureau are of the opinion that marketing quotas 
would be difficult if not impossible to administer, and this is back of 
this resolution. It is hoped that the soil fertility bank approach will 
substitute for both allotments and quotas on crops like corn. 

The Cuarrman. That is what I thought was the attitude of your 
members. I wondered why you would not have acreage allotments 
unless you had marketing quotas at the same time in view of the 
almost impossibility of enforcing marketing quotas on corn. 

Mr. Kune. I did not sit in on the debates of the committee, but I 
know that the background is that they did not believe the quotas would 
work and they were trying to set up something that would work better 
than acreage allotments on crops like corn. 

The CHarrMan. That is a good idea. The administration takes the 
position that we should abolish marketing quotas on corn and simply 
rely on acreage allotments where necessary. 

Mr. Kure. You will note that the last sentence from what I read 
is not too different from what I have just said except that it sets out 
as a provision for this abolishment of allotments authority the estab- 
lishment of a real soil fertility bank, and some provisions which will 
pull land into soil conserving crops. 

(4) Producers of commodities subject to marketing quotas should 
have an opportunity to determine whether quotas are to go into effect 
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whenever supplies reach levels specified in the law. The prerogative 
of the executive branch to avoid giving producers an opportunity to 
decide whether or not controls should be invoked to keep supplies 
in line w'th demand should be restricted and more clearly defined. 

(5) The Secretary of Agriculture should be required to establish 
on an appropriate geographical basis, lists of crops which may not be 
produced for direct or indirect sale, or may be so produced to a limited 
extent, on acres diverted from any crop receiving price support when 
conditions are such that limitations on the use of diverted acres are 
necessary to prevent the production of excessive supplies. 

(6) Under present and past acreage allotment and marketing quota 
programs, long-range crop rotations and good farm-management prac- 
tices have not been given due consideration in the setting up of allot- 
ments for individual farms. 

In fact, farmers carrying out good soil-building practices have been 
severely penalized each time acreage allotments or marketing quotas 
have been invoked. 

In order to reduce such serious errors and weaknesses in farm 
adjustment program administration, we urge that State and county 
committees be given necessary administrative discretion to correct 
the glaring inequities that so often exist between counties within the 
State and between farms within the county. 

VII. It should be fully recognized that farm programs are not 
static and deal with constantly changing dynamic factors with the 
result that they require constant review and improvement to keep 
abreast of developments. 

VIII. We favor broadening the present Marketing Agreement Act 
to cover additional commodities and the enactment of new Federal 
permissive legislation designed to facilitate farm commodity adver- 
tising, promotion, and commodity research activities under adminis- 
tration of the producers. 

Farm Bureau’s purpose: In presenting these recommendations, we 
cannot stress too strongly the fact that the first purpose of Farm 
Bureau is to improve rural living conditions. As means to this end 
we seek to improve real farm income on a per family basis, and to 
develop the sort of national and international policies which will 
make the attainment of these objectives possible. 

These policies are concerned, among other things, with the basic 
determinants of income—with markets, foreign and domestic; with 
terms of exchange; with productivity in the rest of the economy; 
with the maintenance of our relatively free choice system; and finally 
with price supports, as a valuable tool under certain circumstances, 
but not as a cure-all. 

Factors affecting net income: 

Let us look at what is involved in net income. It is (1) units sold, 
(2) times the price, (3) minus expenses. 

All three are tremendously important, but we have had an undue 
emphasis on the Federal price-fixing aspect of price. 

One of the first things to remember if one wishes to make a living 
farming is that he must produce enough so that there is a possibility 
of having a satisfactory income. If a farmer’s total receipts are not 
at least as big as the net income he would like to have, he has no 
chance whatever of getting the net income. 






































GENERAL FARM PROGRAM 201 


There must be a size of business consistent with the objec ‘tives 
sought. Not only must you have total receipts sufficiently large to 
have a satisfac tory net income, but also you have to subtract your 
expenses. Farmers know they had better watch them because they 
live on the difference. Other people live on their expenses—on far- 
mers’ expenses. 

Many people have a vested interest in the misconception that the 
price-support laws, passed by Congress and administered by the 
Government, are responsible for raising farm income from depression 
levels. However, the idea that price supports have been a basic 
element in farm income over the past dozen years will not stand close 
examination. See exhibit D. Farm prices during the decade 1930-39 
averaged 75 percent of parity. In 1939, after 6 years of farm programs 
and legislation to raise prices, hogs sold for an average, United States 
average. of 6% cents per pound; corn was only 57 cents per bushel; 
cattle were 7 cents per pound. Farm prices during 1940-49 averaged 
111 percent of parity. In 1942, the price of hogs had gone up to 13 
cents, and by 1947 it had gone up to over 24 cents per pound. Prices 
of other commodities went up correspondingly , What happened to 
cause these jumps in prices—price supports? No. War. 

Subsequent to the war, price was based on practically unlimited 
demand, like war demand, which we ourselves financed as part of our 
foreign economic policy. There was a sharp slump in 1949. As 
matter of fact, unemployment in January 1950 had gone up to 4% 
million. Net farm income for 1950 dropped to $12.4 billion. The 
situation then was worse than it is now. The slump in 1949 was 
reversed not by price supports, but by war in Korea. Since the 
Korean war has ended, we are getting to the point where we can see 
more clearly what we can and cannot do with Federal responsibility 
in the field of agricultural prices. 

The resolutions that I referred to earlier are quite clear on where 
Farm Bureau thinks price guaranties fit into the business of farming: 


Farmers have no illusivns that their interests are adequate protected by 
price guaranties alone. They fully understand that the volume that can be sold 
and the costs that must be paid are more important in obtaining parity than the 


Government support prices, 


In the final analysis, there is no substitute for markets, and the 
Commodity Credit Corporation is not a market. 

Our national policy affecting farm production and markets must. be 
coordinated to promote a realistic balance between markets and 
production. We now are in the situation of having a greatly expanded 
productive plant due to war markets and artificial postwar demand, 
and of having shrunken foreign markets. See exhibit C. It is urgent 
that policies be adopted which will expand agricultural markets, 
both foreign and domestic, to a point where they balance our produc- 
tion. Unsound price support programs can aggravate this situation 
rather than help solve the problem 

Principles of the 1949 act: The controversy with regard to price- 
support levels, which has developed in recent years, has tended to 
obscure the fundamentals of a sound price support and production 
adjustment program. The issue is not between high and low supports; 
it is between workable and unworkable programs. 

In this connection, it is worth while to review the principles of the 
Agricultural Act of 1949 which are as follows: 

44084—54—pt. 114 
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(1) It is in the best interest of farmers and the public to make 
available to farmers governmental machinery to facilitate orderly 
marketing throughout the year and to avoid market-breaking sur- 

pluses. 

(2) Prices should be allowed to help the producers and users of 
farm products make the adjustments necessary to promote a balance 
between supply and effective market demand. 

(3) Farmers have a responsibility to keep supplies in line with 
demand—plus a generous allowance for carryover to protect domestic 
consumers and foreign markets—either voluntarily or by cooperating 
with Government programs, in return for price support. 

(4) Differences in commodities must be considered in establishing 
price-support levels and other program provisions. 

(5) Producers of basic commodities should have an opportunity 
to determine the support level for their commodities by demon- 
strating whether they are able and willing to keep supplies in line with 
demand—plus a generous carryover allowance. 

These principles were set aside by the 1952 amendment which 
provided that prices of the basic crops should be supported at 90 
percent of parity for 2 years without regard to the size of the surplus 
unless producers disapproved marketing quotas. One effect of this 
action was to make it easier for the Secretary of Agriculture to post- 
pone the use of the machinery Congress had provided to prevent the 
accumulation of unmanageable surpluses. 

A realistic appraisal of the cotton and wheat situation in the fall of 
1952 would have indicated that, under the law, both commodities 
were in a marketing quota position. In both cases quotas were 
avoided for 1953, with the result that we now have the — of 
disposing of surplus production from 2 crops instead of 1. In the 
absence of the mandatory 90 percent provision, the vossibilit; y of lower 
supports not only would have encouraged earlier voluntary action by 
farmers to expand markets and adjust production, but also would 
have put the Secretary under greater pressure to use the production 
adjustment machinery provided by the Congress to avoid creating 
price-depressing sur pluses. 

Differences in commodities: Another thing that the 1952 amendment 
did was to require that different commodities be treated too much as 
though they were all alike. This is fundamentally unsound. The 
problems involved in taking a few acres out of a crop like tobacco, 
which occupies only about 1.6 million acres, are far less than those 
involved in a program which requires a 20- to 30-percent cut in acre- 
age in crops like wheat which was seeded on 78.7 million acres last 
year, or corn which was grown on 81.4 million acres, or even cotton 
which occupied 25.4 million acres. 

The impact of price supports is far different for the producers of a 
cash crop like cotton than it is for the producers of a crop like corn 
which is largely consumed on the farm. The problem of managing 
surpluses is greater for a commodity such as wheat than for cotton 
which can be stored indefinitely, and greater still for a perishable like 
butter. The problem of establishing marketing quotas, difficult as it 
is for crops such as cotton and wheat, appears almost insoluble for 
livestock and livestock products. 

These and other differences must be taken into account in developing 
farm programs. 
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Modernized parity: The 1952 amendment to the 1949 act also 
complicated the operation of price-support programs by extending a 
temporary provision of the original act which provides that parity 
prices of the basic commodities shall be the higher of the prices com- 
puted under the old and modernized formulas. The modernized 
formula was developed for the purpose of enabling parity prices to 
adjust to changing conditions. Such adjustments were badly needed 
because of the far-reaching changes that have occurred in agriculture 
since the 1910—14 base period. The average output per man-hour of 
farm products has increased 133 percent since 1910—14, but the output 
of wheat per man-hour has increased 384 percent. If parity is to be 
meaningful it must reflect such changes. See exhibit A. It is com- 
pletely indefensible to have 1 formula for 4 crops, and another for all 
others. Furthermore, there is no doubt but what the continuation 
of old parity for wheat has contributed to our present wheat problem. 

The function of price: Frequent attempts have been made to dis- 
credit the effectiveness of the price mechanism in guiding production 
and consumption. This Nation with a wonderfully broad market 
has become great under the guidance of the bill of consumers, as 
expressed by price. Price, unrigged by monopoly in labor, business, 
agriculture, or Government is the most democratic economic mecha- 
nism ever developed. Through price all citizens vote many times 
daily. Preservation of this freedom of choice by maintaining the 
competitive price mechanism is one of the mostimportant duties of 
the representatives of the people. 

The only substitute for the working of the price mechanism is 
Government dictation. Most defects in the functioning of price are 
mild compared to the ill-timed, uninformed, cumbersome, and even 
partisan action, that so often results under Government control 
programs. 

The use of a few depression-year statistics to try to prove that 
farmers who have alternative uses of their land, labor, and equipment 
will not shift production in response to changes in prices is completely 
misleading. Farmers know better. While there is evidence that total 
agricultural production is relatively stable, I do not believe that any- 
one would seriously dispute the fact that very rapid shifts do take 
place within agriculture in response to changing price relationships. 

The idea of allowing relative prices to function more freely is 
alarming to some people because it may force a shift of production 
from a losing proposition to a profitable one. In discussions of var- 
iable price supports, the question is often heard—if you lower the 
support, level, what will producers shift to? The question could 
more properly be asked—if you use the police power of the Govern- 
ment to force the curtailment of production through marketing 
quotas, what will farmers shift to? They will have to shift anyway. 
The difference between these two questions is a matter of underlying 
philosophy. Those who would shift resources by the use of on price 
mechanism believe that individuals are better qualified to make feet 
sions as to how to operate their own farms, while on the other hand, 
those in the second group either do not understand the proposition 
or believe that the Government can decide in detail what is best for 
farmers to do on their own farms. 

The real question is, are relative prices going to be allowed to help 
direct production on the basis of efficiency, or is Government to 
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allocate production and curtail freedom on the basis of 1 vote, 1 
share? While Government fiat can be used to defy the laws of 
economics for a short period of time, sooner or later the basic laws 
come back into operation. For example, uneconomic price ceilings 
under OPA were corrected by the black market. Unrealistic price 
supports on potatoes and eggs were terminated as a result of public 
indignation. 

In 1952 there was some demand for Government price supports 
on hogs at 90 percent of parity. Many producers were suffering 
losses. The relatively free functioning of the price mechanism had 
caused the corn-hog ratio to become unfavorable. Instead of turning 
to Government and the price fixers, farmers voluntarily cut down on 
farrowing of pigs. The market came back into balance. As a result 
hog raisers received an average of 107 percent of parity in 1953. 
This is how farmers can get parity when supplies do not overhang 
the market. This enables farmers to balance off good years against 
bad years. If hogs had been produced under 90 percent pr ice support, 
the increased supplie s would have acted as a price ceiling. 

Had hog raisers demanded and received a 90-percent Government 
support program, what effect would continued high hog production 
and low hog prices have had on cattle and beef prices in 1953? Any- 
one who has studied this problem knows the answer. Cattle prices 
would have been still lower than they were, losses to producers even 
greater. 

One of the reasons why cattle producers in 1953 did not reapone 
to the lure of direct price supports on live cattle was their knowledg 
of the facts I have just pointed out. The vast majority of ec: attle ‘men 
recognized that price supports, which would have delayed, or stopped 
completely, needed adjustment in cattle numbers, would hs ave done 
farmers and ranchers more harm than good. Another reason is the 
fact that cattle producers do not want to have their operations 
controlled by marketing quotas. 

Livestock producers have a solid basis in their recent experience 
for viewing price supports on livestock as one of the real threats to 
their future income-earning capacity and to their basic economic 
freedom as well. Recommendations regarding S. 3052: Title | 
Set-Aside of Agricultural Commodities: We have some reservations 
with regard to what can be accomplished by the proposed commodity 
“set-asides.”’ If legislation is to be enacted to insulate surplus 
agricultural commodities from regular outlets, it is our recommenda- 
tion that the following principles be followed: 

Such legislation should be part of an overall program designed to 
accomplish the objectives set forth in the attached copy of our resolu- 
tion on agricultural policies 

The ‘‘set-asides’”’ should be administered so as to have as little 
adverse effect as possible on current marketings. 

The disposal of such ‘‘set-asides’”’ should be actively promoted in a 
manner consistent with sound policies on export-import trade, inter- 
national affairs, and the expansion of markets. 

The purpose of such set-asides should be to facilitate and expedite 
the orderly reduction of stocks to more manageable proportions. 

Section 103 (a) should be amended to make it clear that disposals 
under the authority of the President shall be consistent with other 
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legislation relating to the gift, sale and disposal of surplus agricultural 
commodities. 
If these principles are adhered to we support the set-aside proposal 
Title Il—Amendments to Agricultural Act of 1949, as Amended, 
and Related Legislation: We recommend the deletion of section 201 
of S. 3052 and substitution of the following in the proper place: 
Notwithstanding any of the provisions of the Agric 
1949, the level of price support for producers of ar ‘ 
except tobacco, shall be 90 percent of parity the first vear that 
are in effect for anv such commodity immediately following a vear in whicl 


ing quotas were not in ¢ feet on such commodit 


Our reason for suggesting the deletion is that currently we have no 
basis in policy for supporting the proposed change in the support 
program for corn. Consequently, proposed changes could be quite 
controversial. 

The porposed substitution is designed to apply to a situation where 
cotton, wheat, corn, peanuts, or rice get in a serious surplus position 
when marketing quotas are not in effect. The practical effect of it 
would be to give producers of these commodities an additional year 
under quotas after a year when quotas were not in effect, to get 
supplies in line with demand before variable supports become operative. 
This compromise provision would not be applicable in 1955 on cotton, 
wheat, and peanuts since they are under marketing quotas in 1954 

We support the other provisions of title LI. 

The CuarrMAN. Senator Holland? 

Senator Hottanp. Do you use the term “marketing quotas”’ 
to include the principle of acreage limitations? 

Mr. Kune. No. 

Senator HoLuanp. Just what do you mean when you say that the 
marketing quotas on cotton, wheat, and peanuts are in effect in 1954? 

Mr. Kune. It means just that, they are in effect now. We do 
have quotas now. 

Senator HoLtuanp. Will you describe in the record what those 
quotas are and how they operate? 

Mr. Kurne. We have marketing quotas in effect which set up—it 
is a little different on the different crops—but they set up a national 
amount which is to be produced. 

Senator HoLtuanp. That is translated into acres? 

Mr. Kurne. Translated into acres on the State basis and finally to 
the individual farm. 

Senator HoLtLtanp. But it does not operate to limit the amount 
of wheat, for instance, produced on the acreage assigned to an indi- 
vidual farmer, for his production depends on whether he has a very 
large yield per acre or a small yield per acre? 

Mr. Kune. That is right. 

Senator Ho.uanp. In other words, the quotas really amount to 
acreage limitation rather than volume limitation? 

Mr. KLINE. The difference between the quota and the acreage 
allotment, if this might answer the question or clarify it, is that the 
acreage allotment is a more voluntary thing. For instance, in the 
case of corn if one does not follow his acreage allotment in 1954 the 
penalty would be that he would not be eligible for a corn loan.. In 
the case of one of these commodities which is under marketing quotas 
the penalties are very much more severe. 
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Senator Hotianp. I understand. The point that I am trying to 
bring out for the record is this: When you use the term “marketing 
quota” you are not speaking in terms of volume produced by any 
individual acreage allotment? 

Mr. Kune. No. The assumption is that if you cut his acres 
proportionately you cut his production proportionately. 

Senator HoLttanp. That assumption may or may not be approxi 
mately true? 

Mr. Kurz. It would be true in some cases and in some cases there 
would be exceptions, I am sure. 

Senator HoLtLanp. In the case of Irish potatoes the approach to 
the problem in that way proved to be completely valueless, did it not, 
because of the stepped-up production in volume per acre? 

Mr. Kurne. They were able very greatly to improve production 
per acre, there is no question about that. 

Senator HotLtanp. The purpose of my questioning at this time is 
to point out in the record, if it be a fact, that what you are talking 
about now is acreage limitation based upon the hope for production 
of a certain national amount of the commodity on which the limitation 
exists. You are not talking about volume limitation for any particular 
farmer. 

Mr. Kurne. That is right. 

Senator Hotitanp. Thank you. 

Mr. Kune. Title 11l—Amendments to Agricultural Adjustment 
Act of 1938, And Related Legislation: We are not in a position at 
this time to recommend the abolition of marketing quota authority 
for corn, as proposed by sections 303 and 304. We would note, 
however, that there is grave question as to the workability of corn- 
marketing quotas for the reason that a very large percentage of our 
total corn production is fed on the farm where it is grown, 

We recommend the addition of a new section to read as follows: 
Sec. 311. The Secretary of Agriculture is hereby authorized to require pro 
ducers to devote a percentage of their cropland to soil-building crops or practices 
as a condition of eligibility for (1) conservation payments, and (2) price supports 
on crops which are not under marketing quotas. Also, the Secretary is hereby 
directed to establish on an appropriate geographical basis lists of crops which 
may not be produced for direct or indirect sale, or may be so produced to a limited 
extent, on acres diverted from a crop receiving price support when conditions are 


such that limitations on the use of diverted acres are necessary to prevent the 
production of excessive supplies. 











This proposed revision, among other things, is designed to help 
deal with the problem created by acres diverted from crops under 
marketing quota and acreage controls. Under the marketing-quota 
programs on wheat and cotton, and the acreage-allotment program 
on corn, producers in 1954 are being called upon to divert about 30 
million acres from the production of these 3 crops alone. In addi- 
tion, it is worth noting that with normal weather in 1954 we are likely 
to add to the already large surplus of wheat and cotton even with 
marketing quotas in effect on these two commodities. This, Senator 
Holland, refers to your questioning of a moment ago. At least it is 
not unrelated. 

The Cuarrman. Mr. Kline, I might say that it was intended a pro- 
vision of this nature should have been in the bill which I introduced. 
I referred to it in my résumé of the bill and then it was pointed out 
to me that it was left completely out. It is necessary to have some- 
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thing of that nature in here. Senator Thye has already introduced a 
bill which might well fit into this legislation and the proposal which 
you have, will certainly be considered by the committee. I presume 
the Department itself may have some language which might go in 
there. 

We realize that the problem of diverted acres must be met. 

Senator Holland? 

Senator HoLtuaNnp. In other words, you recognize, and your or- 
ganization recognizes that it is a necessary feature of further regi- 
mentation, in addition to that which is accomplished by any sort of 
acreage control, that there must be control that is effective with 
reference to what shall be produced on substantial acreage that is 
diverted from the crop which is placed under acreage control? 

Mr. Kune. The short answer to your question would be yes, 
because certainly it is in line with what we have said. But we do 
qualify it here somewhat later. 

The Cuarrman. I might point out that these 30 million acres which 
theoretically are to be taken out of production of corn, wheat, and 
cotton this year comprise an acreage of fertile farmland about equal 
to five times the total acreage of the State of Vermont. When I 
realize how easy it is to overproduce on a comparatively small per- 
centage of the land, it rather scares one to think what could be done 
with 30 million diverted acres. 

Senator HoLuANnp. | fully agree with the chairman and I think 
that the witness is performing a real service in pointing out very 
clearly, as he is, that in order to be effective if we are going to regi- 
ment, we must go a great deal further in regimentation than the cu: 
rent law goes. 

Mr. Kune. These diverted acres are not likely to remain idle 
Instead, they are likely to be planted to other crops to be harvested 
directly or fed to livestock. These figures are very significant be- 
cause they give you an impact of the difference of control programs 
on different commodities. 

The total planted acreage in 1953 of the basic commodities are as 
follows. You can readily see the very great difference between a per- 
centage reduction in the great acreage crops and those which have less 
of the basic resource of land in them: 

icres icres 
Wheat 78, 741, 000] Tobacco 1, 638, 000 
Corn - 81, 403, 000] Rice 2, 181, 000 
Cotton__- 125, 376, 000} Peanuts 1, 538, 000 


! Acreage in cultivation July. 


Listed below are the total 1953 planted acreages of some of the crops 
that may be increased by the use of ‘‘diverted acres’”’ in 1954. Again 
you can compare with the acreages involved in the reduction pro- 
grams. ‘These are interesting acreage figures. 

iceres icres 
Soybeans for beans 1 14, 366, 000] Dry peas 280, 000 
Flaxseed s 4, 560, O00 | Dry edible beans 1, 437, 000 
Oats ie 44,015, 000} Broomcorn t 251, 000 
Barley : : 9, 597, 000} Sorghum grain ! 6, 137, 000 
Rye y 3, 298, 000 | Sweet potatoes 356, 100 
29 commercial vegetables. ' 3, 929, 000} Alfalfa hay 1 20, 269: 000 
Potatoes N." 1, 532, 100| Sugar beets 792, 500 


1 Harvested acreage, 
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It does not take many diverted acres to really make a terrific impact 
in the vegetable business. 

Senator Youne. Would you mind an interruption? 

Mr. Kurne. Certainly not. 

The CHarrMan. Senator Young. 

Senator Youna. If we reverted to the flexible price support program 
and lower prices, would not the lower feed grain prices tend to increase 
production of beef, pork, poultry, and other perishable commodities? 

Mr. Kurne. There is some discussion of what point in the paper 
here. If we go back to 1932—and this discussion is not in the paper 
we will discover that total overall production of agricultural commodi- 
ties did decline. It did not decline proportionately with the produc- 
tion of other commodities. I think you can say categorically that 
production in agriculture does respond to price in exactly the opposite 
direction than your question suggests. 

Let us leok on the other side where it is ever clearer. Does anyone 
believe that we could have increased the production in agriculture a 
third since 1941, without A price incentive? | do not know anybody 
that does. So the least you can say-—let’s be logical for a moment 
is that while you can argue that the farmer works harder to produce 
more because the price is less and he wants to make as much as he did 

before, it is very obvious that at least an inclining production would 
be stopped with price because an inclining production so obviously 
depends upon price. 

Senator Younac. Sometimes I think that rule works, Mr. Kline, 
and sometimes I know it does not work. I think wheat is one of our 
major surplus problems right now. This morning I got figures from 
the Department of Agriculture which I think totally disprove any 
argument that flexible supports would take care of the surplus so 
far as wheat is concerned. In 1925 we planted 61,738,000 acres. 
The price was $1.44 a bushel. In 1926, the acres had dropped about 
a million acres and the price had dropped to $1.22. By 1927 the 
price had dropped to $1.19. I will insert the table in the record. 

The CHarrMan. Without objection the table will be incorporated 
in the record. 


Average price of wheat per bushel received by farmers and number of bushels seeded 
to wheat each year 


Bushels 2 Year Bushels 


1925... 61, 738, 000 $ { 66, 463, 000 
1926 60, 712, 000 1. 22 932 64, 281. 000 
1927 65. 661. 000 ¢ LF & ? 69. 009. 000 
1928. . . 71, 152, 000 9%: 2 64, 064, 000 
1929... 67, 177, 000 935... ; 69, 611, 000 
1930... ‘ 67, 559, 000 


Source: Office of Price, U. 8S. Department of Agriculture, 


Senator Youna. You will note that there is practically no relation- 
ship whatever between lower prices and decreased seeded acres. For 
example, in 1935 we had 69,611,000 acres as against 61,738,000 
acres in 1925, an increase of about 8 million acres, yet in 1935 the 
price was 83 cents a bushel, and in 1925 it was $1.44 a bushel. All 
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through the history of wheat production I think the record proves 
conclusively that there is little if any relationship between the pric: 
of wheat and seeded acres which would follow afterward 

Mr. KLINE. There is no argument with re card to acres and pric es 
I have the table before me, and it is undoubtedly the same table used 
by the Department of Agriculture 

Senator Youna. Could I have the table inserted in the record? 


Mr. Kune. This is from 1920 to 1953-54 for yield, acreage, suy 
plies, and disappearance. 

The Cuarrman. I think we have to take into consideration that 
there probably is not any such thing as a normal year. 

Without objection, the table will be inserted in the record 

(The table referred to is as follows 
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Mr. Kutne. There are some different figures on wheat also, and 
there is also, if one studies it carefully, I think, considerable evidence 
of the impact of comparative prices on resources drawn into produc- 
tion of various commodities. In 1942-43, from the same table, the 
planted acreage of wheat was 53 million. At this time we had very 
considerable stocks of wheat carried over from the late thirties and 
we were having feed wheat programs and so forth. That was 53 
million, in 1942-43. Then it jumped to about 53 million. The last 
year of the war it was 56 million acres planted to wheat. In 
1953—54—these figures steadily rise, that is, they jump up—17,500,000 
in 1946-47, 78.3 million in 1947-48, and they are quite uniform except 
for 1949-50 when they are still higher. 

In 1953-54 planted acres were 78.7 million acres. This is 9 million 
acres more than we planted the last year of the war. Here comes 
comparative prices into the picture, pulling resources into the pro- 
duction of a commodity. In addition to this, wheat used to have a 
feed market. This is on the other side of the thing, that is, what the 
price did. And wheat is not now in the feed market. I was at a 
meeting in the Northwest a couple of weeks ago when this point was 
made very dramatically. They used to feed wheat there, when they 
had a very much lower level of livestock production, about 125 million 
bushels of wheat per year. 

This was the United States consumption. Now they are shipping 
corn in at a freight rate of $1,000 a car and a big producer there, a 
cooperative manager in a poultry plant was asked, ‘Why don’t you 
feed our own product.”” He said, ‘If I could buy it for the same money 
I certainly would. If I could buy it for just a little more, I certainly 
would, but there is too much economic advantage and after all, | 
work for the poultry producers so I have to buy corn and pay the 
freight.” 

So I think this does demonstrate that there is a very considerable 
significance in this price element as it relates to the wheat situation. 

Senator Youna. Mr. Kline, while I am critical of some of the 
positions taken by the Farm Bureau, I believe you have some very 
good proposals. One is that wheat should be supported more on the 
basis of quality than just bushels. In the spring wheat area we could 
be much surer of crop in the rust years if we were willing to plant poorer 
quality wheats. We have been very careful to seed only the kind of 
wheat that is high protein and of good milling quality. 

Mr. Chairman, could I ask a few more questions? 

The CHarrMan. Yes. 

Senator Youna. There is nothing in this bill, Mr. Kline, to prevent 
the Secretary of Agriculture from supporting wheat next year at 75 
or 77 percent of parity, is there? 

Mr. Kune. We said that the flexible provisions of the act should 
go into effect. The conditions next year would be these: (1) That 
we have been under marketing quotas in 1954; (2) that we would 
have been under marketing quotas in 1955, assuming that you have 
a surplus situation which you are suggesting with a minimum support 
level; (3) the Secretary, while he is required under the law to figure 
the minimum level of support at the beginning of the planting season 
must also refigure it at the beginning of the marketing year. So 
that the level of price support as it relates to the supply on hand, 
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the farmers would have 2 years in which to get supply sufficiently 
in line to avoid a price support at the 75 percent level. 

We have done considerable detailed figuring on levels of price 
support. You just have to have a lot of lack of confidence in capacity 
to bring these supplies in line with demand under the current situat ion 
to believe that under 2 years of marketing quotas you would have a 
75-percent support. 

Senator Young. Mr. Kline, about a year ago Secretary Benson 
asked the farm organizations to get grassroots farm thinking on what 
kind of a price-support program they wanted. Didn’t the Farm 
Bureau take a poll of farmers as a result of that request? 

Mr. Kuve. No. We don’t actually take polls. A couple of States 
do. LIamnotsure that North Dakota didn’t. This is not our method 
for developing policy. As a matter of fact, we have some comment 
with regard to polls. We don’t think they are much good, compared 
with a discussion where the farmers sit down around a table at a 
local meeting and discuss what they are for and decide. There isn’t 
much value in a poll. 

Senator Young. You think the majority of members of the Farm 
Bureau want flexible supports? 

Mr. Kuve. There just isn’t any question about this, Senator 
Young. 

Senator Young. That is not true in North Dakota and Kansas, 
States like that, is it? 

Mr. Kurve. I do not want to make flat statements of that sort. 
The State farm bureaus draw up resolutions that constitute policy 
on State issues and are recommendations on national issues. There 
is a certain amount of discipline. There is a voice for agriculture in 
the United States. These State recommendations are sent to the 
annual meeting of the American Farm Bureau where every State 
has a vote, where every president of every State farm bureau and of 
Puerto Rico is on the resolutions committee, 

In addition, a member of the associated women from each region, 
plus a president and vice president of the women’s is there, and a rural- 
youth person. The resolutions committee discusses all of these 
propositions which have come in from the States, because obviously 
all the presidents of State farm bureaus are there, and they make the 
case for their resolutions. Then the resolutions committee makes a 
report to the delegate body and this report they make by majoritv 
vote, one vote per State. 

Now it comes to the delegate body and in the delegate body the 
voting is on a different basis. So the resolutions occasionally do get 
changed by the delegate body. The fact is that sometimes you rather 
enjoy it, unless you happen to be for the resolutions committee report 
and they change that, which incidentally happened to me when I was 
vice president and a member of the resolutions committee. 

But anyway, in the delegate body you have one vote per State 
plus a vote for each 15,000 members. “So there is no question when 
you get done but what this is the best consensus of opinion among 
1,600,000 families. There is another thing that bears on that, and one 
of the most extraordinary things. It is the idea that somehow this 
idea that you ought to have variable price supports has never taken 
on with farmers; yet the Farm Bureau has been as outspoken about 
this as anybody can be. You can swear to this yourself, Senator. 





GENERAL FARM PROGRAM 213 
Senator Youna. Yes, sir, that is one thing I agree with you on 
Mr. Kune. The American Farm Bureau Federation cained 100,000 

members last year. The last of January, the last day of January 

this year, we had 60,000 more than we had the last day of January 
last year. 

Senator Youna. How many of those result from checkoff dues and 
insurance programs? 

Mr. Kurne. There is no checkoff in the Farm Bureau. If you want 
to get in the Farm Bureau you have to walk up and pay your dues. 
It is not true of every organization in North Dakota, but it is true of 
the Farm Bureau. 

Senator Younc. The Farm Bureau has gotten much of its member- 
ship through the insurance program. It is a good insurance program 
In order to get the policy you have to become members of the Farm 
Bureau. 

Mr. Kune. I will tell you about that. We say if you want to 
join a farm organization and pay your dues—and we hope you do 
then anything that we can do as a group is yours, but you have to 
pay your dues to join and help to do it. In some cases they have 
one kind of a service and in some cases they have another, but we 
have a lot of States without any service for members at all and their 
membership is more or less the same 

Senator Youna. I have only 1 or 2 more questions, Mr. Chairman 

The CHArRMAN. Go ahead. 

Senator Youna. This table I have here is a little more concise and 
easier understood than the large table. 

The Cuarrman. They have been inserted in the record. 

Senator Youna. Mr. Kline, there has been a great deal of discus- 
sion recently in most all the publications of the United States about 
the cost of these price-support programs. I thought we were getting 
somewhere in finally determining what was the exact cost of these 
programs. Senator Aiken inserted in the record the last analysis from 
the Department of Agriculture. I think according to that the cost 
of price-support programs was $7% billion, that is, of all the price- 
support programs since their inception. That included incentive pay- 
ments to the farmers in the thirties, which was really a relief program 

I find in the February issue of the Nation’s Agriculture, a Farm 
Bureau publication, I understand 

Mr. Kurtne. That is right. 

Senator Youna. Believe it or not, you find this statement in the 
Farm Bureau publication: 

As for the cost factor this also should be considered: Since the Government 
began supporting farm prices the total cost to the taxpayer, according to statistics 
compiled by USDA, has been well over $13 billion 
Of all the places to find an inaccurate, and, I believe in this case, a 
dishonest statement is this Farm Bureau publication 

Do you believe that statement yourself, Mr. Kline? 

Mr. Kune. I can furnish you a copy of the source and be happy 
to put it in the record. 

Senator Youna. Do you believe the costs? 

The CHatrRMAN. The Department of Agriculture figures amounted 
to about $9% billion, and then there was a $2 billion deduction from 
processing taxes, bringing it to $7 billion. 
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Mr. Kune. All taxes are assessed. This figure was taken from a 
publication of the Department of Agriculture. There are various 
ways of figuring this. The way that they figured this report, what 
figure did they come out with, Frank? 


STATEMENT OF FRANK K. WOOLLEY, LEGISLATIVE COUNSEL, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Woouuey. The figure provided by the Department of Agri- 
culture on this table, which was prepared July 30, 1953, is $13,771,- 
300,000; of that amount $9,608 million are for price support and 
other related activities such as parity payments, acreage allotments 
and marketing quotas; $3,302 million are for practice payments 
under ACP, and $826 million is for adininistrative expenses involved 
in these programs. 

Senator ANpmRsSON. I think that $9 billion must include consumer 
subsidies, then. 

Mr. Woo..ey. No, sir. $2 billion worth of consumer subsidies 
is excluded. $9,600 million is for the price support and related stabili- 
zation programs 

Senator Tuyr. Can you read the specific items? This is the most 
important phase of the entire question here. There have been so 
many figures that have been batted around as to what this farm- 
support program has cost, the taxpayers are disillusioned, and the 
farmers are disillusioned. It is an improper sort of information and 
propaganda which is going out. 

Tbis morning, as long as you have the sheet there, go right down 
through it, if we have the permission of the chairman, and read what 
is being charged to the support program. 

Senator HOLLAND. Do you have any objection to having the chart 
placed in the record, along with the information? 

Senator Tuyr. We are discussing several charts and I would like 
to see what the items are. I do not think it will take over 5 or 6 
minutes to read that. 

The CuarrMan. I think the situation is that these figures are the 
same in all our charts. It simply depends upon how many different 
programs one wants to charge up to farm-support programs, 

Senator Ture. What is charged there, Mr. Chairman, evidently is 
ever\ thing that has been charged to the Commodity Credit Corpora- 
tion 

Senator Youna. I think all the items ought to be read. 

Senator Tuye. I am going to insist on it. That is why I made an 
effort t » get back in here this morni io’. 

The CuarrmMan. There is no objection to having them read. 

Senator Ture. What I want to get at is this: Everything that the 
Commodity Credit Corporation ever had anything to do with is 
charged against the Commodity Credit Corporation, is it not? 

Mr. Woouuey. No, si 

Senator Tuyr. Then may I ask this question: Were the shipments 
of grains or commodities going under lend-lease that were torpedoed 
at sea and lost charzed in the prozram? 

Mr. Woou.ey. No, sir. 

Senator Tuyr. Then where is it charzed? The obligation of the 
Commodity Credit Corporation is written off. I want to see that 


) 
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figure. I have heard lots of statements here. This is as good a time 
as any to get it cleared up. 

The CuarrMan. Go ahead, Mr. Woolley. First the chairman would 
like to say that while it is not beside the point, it is not so important 
to determine whether these programs have cost 300 or 500 million 
dollars a year because these farm programs were never set up as 


money-making programs. They were set up to stabilize the national 
economy. Whether that cost is 300 or 500 million dollars a year, 
according to what you include in it, is not material compared with the 
effect of the programs themselves. 

Senator ANDERSON. May I say a word? 

Senator Tuyz. I would like to finish, in answer to that, because it 
was really a reply to my comments. It makes no difference to you 
and I, sitting here, but it makes a tremendous difference to the tax- 
payers who look to you and me to administer the affairs of govern- 
ment. When they think that we are supporting and are instrumental 
in supporting a program that has cost the taxpayers $13 billion, they 
could very well say to us that we are certainly influenced by the 
politics involved in agriculture. For that reason, [ want to make 
certain that those figures reflect the true cost of price supports rather 
than the FHA and the REA, and all other administrative functions 
including some losses of cargoes of feed grains going overseas unde! 
lend-lease. 

The CaarrMan. [| agree with the Senator that figures could be used 
or misused to prove certain points, but the fact remains that we have 
had hardly any complaints at all from the taxpayers on the costs of 
maintaining these farm support programs. 

Senator Young. I am. I am getting letters from people all over 
the United States criticizing the costs 

The CuHarrMan. I am getting almost none on that point, except 
they Say “Give us the butter. We have paid for it, it belongs to us, 
let us have it.’ Butter is the thing that they are thinking about 
and I cannot find that the consumer is thinking in terms of cotton or 
wheat, or powdered milk, or anything but butter 

Senator AnpgersoN. Mr. Chairman, | have no objection to going 
into this today. We will be on it all day. But I do want to repeat 
the suggestion that I made previously. 1 think the entire committee 
ought to sit down some day with these three charts which the Depart 
ment of Agriculture in each instance has prepared. One of them 
shows about $11 billion, one shows about $13.9 billion, and the third 
one we got was 16 billion. 1 do not think the Department tried to 
say that is the cost of support programs. I think it is unfortunate 
that that got in there. But nonetheless, I think that we ought to b 
able to take these three sets of figures and examine them, bring up the 
people who are responsible for their production, let them be cross 
examined by Senator Young and Senator Thye and the rest of the 
members of this committee, and then see if this committee cannot 
finally agree on a figure of what we think the cost of these programs 
has been. 

I think it may be larger or smaller, but I have heard some state 
ments made that support programs on the basic commodities hay 
cost anything. I am happy to have that statement out. 
we got down to cases, there was a great deal of money spent on } 
that might have been charged to other programs. 
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I would like to get all the facts together at one time. I think the 
support programs cost has been reasonably low. I think the only 
way we will get it is to get all these figures on the table and argue 
about them and discuss them, and we may come up with some in- 
teresting figures. 

Senator Youna. Mr. Chairman, in the interests of saving time and 
we can do it in a minute or two, if you or Mr. Woolley would read 
from that table what programs are included in this table and also the 
one you brought forth the other day showing price supports costing 
$7% billion. 

The CuarrMan. I think Mr. Woolley did point them out. Would 
you mind pointing them out again? 

Mr. Woouttey. | just related them. The items that appeared in 
the statement that was prepared by the Department of Agriculture 
dated July 30, 1953, included $9,608 millicn that were identified as 
the caption they used—‘‘Administrative and program expenses in 
connection with adjusting, producing, and disposing of commodity 
surpluses, distributed by commodity where possible, from 1929 to 
1953.” 

And it includes, as you know, Senator Thye, the Commodity Credit 
Corporation as one of a number of different programs. One of the 
programs that is labeled “Price support’’ as such. Billions of dollars’ 
worth of agricultural commodities have been obtained by Commodity 
Credit Corporation through its price-support program and also through 
its commodity acquisition programs, and the reference that you made 
to stocks that were sunk at sea during World War II were charged up 
to Lend-Lease. If you add up Lend-Lease 

Senator Toye. The Commodity Credit Corporation, however, had 
acquired it or had it under commodity loan. 

Mr. Woouuey. Title passed to Lend-Lease. The Lend-Lease 
Administration took them over, and any losses that were sustained 
at sea were charged to Lend-Lease. 

Senator Tuy. Let us see those figures and in the years in which 
they were charged to Lend-Lease. 

The Cuatrman. I might point out that the Comptroller General 
said that the books were in such shape at the end of the war that he 
could not possibly audit them. 

Senator Ture. That is exactly what I contend, and every time 
that a cargo vessel went down at sea with a cargo of wheat, corn, 
barley, or whatever it might be, it is a part of the figures charged here, 
of which you cannot make an accounting. 

Mr. Woo.ttey. There is only $1 billion charged to the price-support 
program that is labeled ‘Price support”? by CCC. Then of course, 
there is a surplus removal program under section 32. That program is 
$1,331 million. As you probably know, there is a lot of difficulty in 
the Department of Agriculture distinguishing between the surplus 
removal program and the price-support program. They substantially 
operate on the same basic principles. 

A lot of commodities are shifted from CCC over to section 32, and 
then they are disposed of through section 32, written off of the books 
of the Commodity Credit Corporation and charged on the books of 
section 32. 
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Senator Younac. Does this include foodstuffs supplied to foreign 
countries under the ECA program? 

Mr. Woout.uey. No, sir lt does not include any foodstuffs to 
ECA, it does not include anything to lend lease, the UNRRA pro 
gram. All of the food that was supplied to the Army, the occupied 
areas, all those things are excluded from these figures. 

Senator YounG. There is such a wide disparity in these figures, 
and the ones presented by Senator Aiken a couple of weeks ago of 
$7% billion. Then we have still another showing that there was 
a loss of only $20,700,000 over the 2U-year period when the price- 
support program for basics was in operation, | think we are leaving 
the record in a terrible mess 

Mr. Woo..ey. Let us take the figures submitted showing $7,500 
million. This is the last figure supplied by the Department of Agri- 
culture. The way they arrive at that figure is by deducting approxi- 
mately $2 billion worth of processing taxes. ‘They say that is profit, 
so therefore they got a realized cost after deducting the processing tax. 

On the basic commodities these figures show, and these were pre- 
pared by the Department of Agriculture as of February 1954. The 
basic commodities, the cost of them was $4,668 million, and then you 
would have to add to that, if you have the cost of the program, 
because to my mind processing taxes are still a part ol the cost of the 
program—TI do not think vou can deduct processing taxes and arrive 
at an honest answer the processing taxes on corn have been deducted 
of $261 million, processing taxes on cotton have been deducted of 
$247 million, processing taxes on peanuts of $3.7 mulion, on tobacco 
$68.5 million, and on wheat $244.9 million 

The program expenses on wheat alone have been almost $2 billion if 
you do not deduct the processing taxes. If you deduct the processing 
taxes the program cost up to the date of this report was $1,721 million. 

Senator Youne. This includes the International Wheat Agree- 
ment? 

Mr. Woo. ey. Yes, sir 

Senator Youna. And the school-lunch program? 

Mr. Woot.ey. No, not school lunch as such. It includes the cost 
of commodities that have been turned over to school lunch through 
section 32. 

Senator Youne. That food was charged to the cost of the price 
support program when the children in New York or other cities got 
more benefit, and rightfully so, and I think it was a good program, 
than the farmer himself, isn’t that right? And still in this publica- 
tion you list that as a price support cost operation. 

Mr. Woo..ey. It is the removal of surplus agricultural com- 
modities. It is not the appropriation for school lunch. 

Senator Youne. Let me read this again from the Farm Bureau 
publication: 

Since the Government began supporting farm prices the total cost to the tax- 
payer, according to statistics supplied by the USDA, has been well over $13 
billion. 

That is not an accurate and honest statement, and you know it. 

Mr. Woout.ey. The statement prepared by the Department of 

Agriculture says $13,771 million. 


44084—54—pt. 1—15 
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Senator Youna. That includes parity payments to the farmers 
back in the thirties? 

Mr. Woo.tuey. That is right. 

Senator Younae. You know that was really a relief program. That 
is the only way the farmers existed at that time. 

Mr. Kurne. Mr. Chairman, if I may be allowed to make this 
statement: There are most extraordinary variations in figures on 
costs. The figures which you were reading were quoted from an 
official publication of the Department of Agriculture. They can be 
made much longer if one wants to blow them up. They can be made 
much smaller. I heard a very serious speech at the National Farm 
Institute in Des Moines on the subject of the total cost of the support 
of basic commodities from the inception of the program, in which the 
speaker said that the total cost to the American taxpayer was $21 
million—that is the total cost of this program. 

And then said, ‘‘Look at all the results. Compare 1932 with 1954, 
and hasn’t it been worth $21 million?” It was a very brilliant fellow 
who made this speech. Yet, his statistics were much different. So 
it seems to me that the really significant thing is not that it cost so 
much, because after all, a successful agriculture is worth a tremendous 
amount to the United States of America. The real question is, Has 
the program worked; have we solved the problems? Are we in a 
situation where we can say that whatever we have spent in time and 
effort and money has been worth the chips. 

Senator Hotuanp. Mr. Chairman, before going ahead with the 
testimony, I would like to ask if the chart that Mr. Woolley has read 
from is a part of the record already? If not, I suggest that right here 
is a good place to insert it, because the excerpts he has read do not 
include anything like the total figures from the chart. I think the 
chart can speak for itself. If it has been put in I do not want to put 
it in again. 

The Cuarrman. If it has not been put in, without objection it will 
be put in. 

Senator Hotianp. If it has not been put in it will be put in the 
record at this point? 

The Cuarrman. Yes. In going over the figures I find them all the 
same in all the charts. It depends on how many different sub- 
programs you want to charge up to the overall program, and how 
many you want to take out. But the main chart, which I requested 
from the Department, was one giving a breakdown of a cost of $7% 
billion. That was broken down into groups and into individual com- 
modities showing where the money was spent. 

I still think what have we got, rather than what have we spent is 
the important thing. If we can spend $500 million a year and stabilize 
the national economy, it is one of the best investments we can make. 
If we spend $500 million a year, and wind up after 20 years with an 
unsettled economy, then it is time to review the program and see if it 
can be improved. 

Senator Hotuanp. I thoroughly agree with the chairman, but I 
also think that it is highly desirable to have the actual cost of the 
program appear in a way that we can be sure it is correct, and that 
will show what it is. For instance, there was no reference in the 
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testimony just given to the sugar-processing tax. No one would be 
sufficiently unwise as to say that the sugar-processing tax has not 
contributed very materially to the stability of the sugar-producing 
industry and also to the creation of a reasonably stable and satis- 
factory price level for sugar. That figure is certainly part of the pic- 
ture and there should be no objection from anybody to having that 
figure included as such. 

What I think is that we should have in the record a clear and defen- 
sible statement covering all of this, and then there will cease to be 
this wrangling as to what is the price of price supports. 

The CnarrMan. We will insert the charts in the record, but the 
Chair won’t guarantee that there will not be any future wrangling, 
however. 

(The document referred to is as follows:) 
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Senator ANperRsoN. I have a chart dated June 26, 1953—and | 
bring this up not to be critical of the Department, it is a matter of 
individual judgment sometimes on these things—headed ‘ Adminis- 
tration and Program Expenses in Connection With Adjusting, Pro- 
ducing, and Disposing of Commodity Surpluses Distributed by 
Commodities Where Possible, 1929 to 1953.” The total of that is 
$12,911,100,000. Exactly the same heading is over the next chart 
which Mr. Woolley has presented, which you have just put in the 
record and that totals $13,771,300,000, and as the Senator from Florida 
has suggested, it does include sugar payments to the amount of 
$874,300,000. 

The third chart had a somewhat different heading, “ Realized Costs 
of Agricultural and Related Programs by Function and Purpose, 
Fiscal Years 1930 to 1953, $16,214,700,000.” I do believe that the 
committee could well spend some time trying to analyze these figures, 
trying to see if everything has been included in it. 

This is the first time I have heard the suggestion that lost cargoes 
were in this figure. If they are we ought to know about it. If they 
are not, then they ought not to be considered in the future. But 
there are things in here that I think if they are properly chargeable to 
the agricultural program, ought to be set up for what they were, 
namely, milk subsidies. I think some $2 billion was used for con- 
sumer subsidies on milk. The farmer did not get a nickel of that. 
That is all I am trying to say. I think we ought to go through and 
see if we can’t agree on those things that are properly chargeable to 
supports and not cover the whole field. 

I mention that now merely because I think it would be unwise to 
go item by item through it, as we would then give President Kline 
no chance to go through his report. I think the committee could 
get those people from Commodity Credit Corporation who made up 
these charts, and who have these books. I hope we have the benefit 
of Mr. Woolley’s long experience in this field when that time comes 
so we can sit here and discuss these things and come out with a much 
better answer than we have now. 

Senator Hottanp. May I make a further suggestion, if it meets 
with the approval of Senator Thye? It is that the chairman request 
categorically from the Department of Agriculture and also from the 
GAO information as to where this cost is tabulated that reflects the 
loss of cargoes of food that were sunk in the war effort, so that there 
will be no further doubt about whether that is included. 

Senator Tuyr. And a thorough explanation from the General Ac- 
counting Office as to what is involved in the figures which he cannot 
justify or reconcile. There are some figures in those records that the 
GAO has never been able to reconcile. 

Senator ANDERSON. We went all through that, Mr. Chairman 
Senator Williams got up on the floor and referred to a $300 million 
shortage. There was no shortage there. What happened was that 
the military asked the Commodity Credit Corporation—this happened 
before I came to the Department—it asked the Commodity Credit 
Corporation to buy billions and billions and billions of dollars’ worth 
of commodities. It said, “Ship them,” and the Commodity Credit 
shipped them. Afterward the military was not able to determine 
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whether they went to the Air Force, the Navy, or the Army. They 
were not able to figure it out. 

We brought it down as close as was humanly possible. We wrangled 
about it for months. Finally it was discovered that it would cost 
millions of dollars to determine whether the military should hav: 
charged it to lend-lease, should have charged it to the Army, o1 
should have charged it to the Navy, or should have charged it to the 
Air Force. And they said we had better just skip the whole thing 

Senator Tuyr. When they skipped the whole thing, where did 
they charge it?) They charged it to the Commodity Credit Corpora- 
tion, did they not? 

Senator ANDERSON. No My impression is that they charged it 
to the military. Mr. Woolley would know better than I because he 
was the man in charge of that at that time. I am reasonal ily sure 
it was not charged to the Commodity Credit Corporation 

Mr. Wooley. | was In the Navy when i took place When the 
discussion took place | was in the Department of Agriculture. 

Senator ANDERSON. So was | 

Mr. Wootuey. The $300 million was not charged up to the Com- 
modity Credit Corporation. It was charged up to lend-lease. What 
happened was that they had 2 sets of records, 1 set of records in 
New York and another down here, and they could not reconcile 
those 2 sets of records, but they both covered charges to lend-lease 
And it was a reconciliation of those two sets of records that was 
the problem. 

Senator Tuyn. I was correct when I said the books could not 
be reconciled. 

Mr. Woo.tiey. It was not charged to the Commodity Credit 
Corporation. 

Senator Tuy. Is it not true that the books had not been recon- 
ciled? 

Mr. Woo.iey. Commodity Credit Corporation books were rec- 
onciled. It was a question of reconciling a set of records in New 
York and a set of records down here as to what had happened 
lend-lease. 

The Cuatrman. The Chair distinctly recalls the Comptroller Gen- 
eral complaining that it was almost impossible to audit the books 
following the war. That is why I do not put too much credence on 
the figures which are submitted, although I think they are as accu- 
rate, and the Department says they are as accurate, as it is humanly 
possible for them to get them. 

It is where we are now, as Mr. Kline says, and what are we going 
to do to improve the program that should concern us primarily. 

Senator Tuyr. Mr. Chairman, I do not wish to pursue this matter 
further because I am anxious to go through this statement of Mr. 
Kline. It has been disturbing to me, however, to see what has been 
charged to the Commodity Credit as a farm-support program, and 
the taxpayer rightfully and justly could criticize. I do not want to 
give out one set of figures and then have the Department of Agricul- 
ture give out another figure, and I got my figures from the Depart- 
ment of Agriculture in the first instance. I do not want to be put 
in that position and I am in that position at the present time. 

(The information requested above is as follows:) 
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DEPARTMENT OF AGRICULTURE, 
a ashington, D . March 6, 1954 
Hon. Grorce D. AIKEN, 
Cha man, Con ? tiee on Aaricul tre and Fore { 
United States Senate. 


Dear SENATOR AIKEN: This isin response to your request as to the method b 
whit accountability was made with respect to losses of cargoes of commodit 
procured by CCC for export under lend-lease and other similar programs that 
wert ink by submarines during tl war The wartime supply program wa 
begun early in March 1941 when it hecame apparent that th Department 
Agriculture would have the re ponsibilitv for locating a i s ippl r food to 
friendly countries whose supplies had been seriously depleted by the European 
War The Lend-Lea Act as bei considered, and it was reecc ized tha 
would be neces ary Io! the United State to supp frie ly countrie with needed 
food 
Accordingly. on Mare} 12, 1941, the President of the United State appro’ i 
& procuren t program which became know as the general commodittl purchas 
program Funds of the Commodity Credit ( orporation were to be used in maki 


su I irchs 





Corporatio AS act t of the Commodit Credit ( 





Under this program, commoditic were procur “li by the Federal S irpl ("om 
modities Corporation, or its successor agencies to which this function was assigned 
in tl name or the Commodity Credit Corporation to meet the needs of Gover 
ment agencies and were sold to such Government agencies on a forward pr 
ba a YY | to re r the Comm< y Credit ( noratio it costs | 
profits ubsequently, in recognition of the conservation of food and 
economies of operation resulting from such pooled buying and pooled inventori¢ 
of CCC, and iring to protect the Commodity Credit Corporation against 
in such operation, Congress provided section 4 of Public Law 151, 78th Congr 
full reimbu ment shall be made to the Commodity Credit Corpor 
for servic performe B losses sustai ed, operating cost incurre 1, or commodities 
rchased or delivered to or < behalf of the Lend-Lea Administratior 
Army oI Nav the Boar of Economi W arfare th Reco tr tior King 








modity and normal trade practices. At this point title changed fr e Com- 
modity Credit Corporation t ng a 
Corporation was reimbursed for all its costs to tl point ar uny losse fter 
delivery accrued to the receiving agency. Any losses therefore which were suffered 
as a result of cargoes being torpedoed would have been charged to the prozgran 
of some agency other than CCC The attached copy of a commodi receip 
indicating receipt on April 29, 1942, by Moore & McCormack, Inc., agents for 
Amtorg Tr xr Corp., of 1,552 barrels of dried whole eggs, f. a New Yorl 
is illust point at which losses ceased being the responsibility of the 
Commodity Credit Corporation and become the responsibility of the receiving 
agency. 

In response to your further request for an explanation of an item of $366 million 
which the General Accounting Office in its 1945 report indicat 
reconciled, there is attached a copy of a letter dated March 31, 1950, to former 
Senator Elmer Thomas on this subject, signed jointly by the Comptroller General 
of the United States and the Secretary of Agriculture. Appended to this letter 
are statements prepared by both the General Accounting Office and the Depart- 
ment of Agriculture in which background material, views, and conclusions of exch 
agency on this matter are set forth. It is believed this information will supply 
your needs, 

Sincerely, 





ted could not be 


Ross Rizuey, Assistant Secretary. 


(The attachments referred to above are on file with the committee.) 

Senator ELtuenper. Mr. Chairman? 

The CHarrMan. Senator Ellender. 

Senator ELuenper. I am sorry I was not able to come here this 
morning and participate in these hearings. I was meeting with the 
Appropriations Committee. As I have pointed out on several 
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occasions, the figures submitted by the Department are certainly 
misleading. What we are talking about now is the cost of the present 
price-support program. Why we should go back to 1932 and find 
out the losses were since then is something be yond my understandir 





I believe that I have submitted facts and figures this committee 
as well as to the Senate, to show that the present price prog ] th 
one we are now talking about, has cost the taxpayers, on basies and 
nonbasies, a little over a billion dollars, but recently | saw in a Farm 
Bureau publication that the price-support program has cost the tax- 
payers of this country $13 billion. Where they get the information 


I do not know. 


Mr. Kune. We got it from the Department of Agriculture. 


Senator ELLenper. I understand you did. I contend the real 
facts ought to be laid on the line. Iam very suspicious of the Depart- 
ment or, in fact, anybody else going beyond the actual cost of the price- 
support program in trying to make a case before this committee or 
before Congress for flexible price supports. I think they ought to 
stick to the facts. The statement put in by Senator Aiken the other 
day indicates that the Penn program itself on all basics was 
just a little under $21 million, and if you add the nonbasics to that 
you have one billion and some one hundred odd million dollars. 

To add other items in there, I cannot understand, except that it is 
an effort on the part of someone to misrepre sent the facts in our 
present support program. To do so just confuses people. To my 
way of thinking it is just a rank misrepresentation 

The CHAIRMAN. Senator ee ? 

Senator Hory. Would it not be wise to let Mr. Kliu proc ed? 

The CHarrMAN. I think it might be a good ea i do not know 


any way that you can come up W ith as 
prevent different people from gettin 

If there is an interest on the part of the taxpayer in the cost of the 
program, I am inclined to think that interest is more on the cost for 
1954 than for 1944 or 1934. 

Mr. Kline, will you proc ed? You were at the top of pag 17. 

Mr. Kune. Yes. I will repeat the statement I m: de a while ago 
I think, too, that these figures, when we got done with the discussion 
with regard to what should be included exactly, understand our terms 
of reference and you can add them any place you wish. The real 
question is, have we solved the prob lem? If we have solved the 
problem it is probably worth the chips. When we say the present 
farm program, we are not primarily concerned with any situation in 
the past. The costs of the present farm program that we put into 
effect at the beginning of the war are obviously negligible, because for 
most of that period prices have been well above parity. This, of 
course, is because of the war. We discussed that in the paper back 
a little way before you got here, Mr. Ellender. You will find the 
discussion in the printed statement. 

Reading from the top of page 17 of my statement: 

Basic commodities—cotton, wheat, corn, tobacco, rice and pea- 
nuts—account for slightly less than 23 percent of cash farm receipts, 
whereas other commodities account for the remaining 77 percent. 
(See exhibit B.) 

We believe section 309 should be strengthened to make it more 
certain that producers of commodities subject to marketing quotas 
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have an opportunity to determine whether quotas are to go into effect 
whenever supplies reach levels specified in the law. 

Title [V—-Amendments to Agricultural Marketing Agreement Act 
of 1937: Title IV of S. 3052, relating to marketing agreements, is 
general'v consistent with our recommendations; we recommend, how- 
ever, that it be amended to provide for the inclusion of processors 
with producers on the administrative committees for any marketing 
agreement or order program covering fruits and vegetables for proc- 
essing. We are not in a position at the moment to endorse the pro- 
vision which relates to the regulation of the size, capacity, weight and 
dimension of containers under the Marketing Agreements Act. 

Our five national commodity advisory committees and the American 
Farm Bureau Board of Directors will be meeting the latter part of 
March and the first 2 days of April, and we may be able to make 
further recommendations at that time. 

Title V—Amendments to Soil Conservation and Domestic Allot- 
ment Act: We support the provisions extending authority for Federal 
administration of the ACP prograra for 2 more years: however, a 
practical program for carrying out the original intent of this act is 
long overdue. ‘The first sentence in section 501 (b) is designed to 
facilitate an orderly transfer of administrative responsibility to the 
respective State governments. 

Section 502, together with section 311 as proposed herein, may well 
provide a real start toward the “‘soil fertility bank” idea which we 
favor. 

Conclusion: The recommendations we have presented are designed 
to strengthen and improve existing programs. ‘They are based on 
the experience we have had with these programs, and on the discussions 
and study by farm people throughout the United States. They 
represent a reconciliation of many different viewpoints. ‘They pro- 
pose a moderate approach in that they chart a change in direction 
away from complete emphasis on Government price fixing and 
Government control toward a greater emphasis on building markets 
and producing for market demand. 

At the same time, they reflect the fact that with high fixed costs, 
and the uncertainties of weather and foreign markets, a sound farm 
price support program is essential. They build on the long-range 
provisions of existing law, as amended in 1949 by bipartisan. action 
of the Congress, after more than 2 years of study and discussion 
by farm people, the Department of Agriculture, Members of Congress, 
and other interested persons. 

They are directed toward the objective of providing reasonable 
price protection for farmers without going to the extreme of Govern- 
ment price fixing. They are designed to help farmers make the adjust- 
ments that must be made from time to time to maintain the balance 
between production and consumption that is essential for high per 
family net farm income. In a word, they are designed to fit a price- 
support program into a free-choice system. By enacting a program 
along these lines, the Congress can render a great service to farmers 
and to the American people. We, therefore, urge your careful and 
favorable consideration of these proposals. 

We pledge ourselves to continue to work to improve the farm pro- 
gram to the end that it may make a greater contribution to a pros- 
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want to say 


further, Mr. Chairman, that we shall certainly pledge ourselves to 


work to the best of our ability to cooperate wit 


ture Committee. 
to appear here. 


I have ap] 


reciated 


! } . } 
h the senate Agricul 


tremendously this opportunity 


| wonder if it might not be as well if there is 
committee, for me to ask these State presidents who are here whether 
they have a statement or would you rather continue with the question- 
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ient from the 


The CuarrMan. First, let me say that your explanatory charts and 
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inserted in the record without objection 
(The charts and tables referred to ar 


Basic commodities: 
Rice 
lobaceo: 
Flue-cured (types 1 
Burley (type 31 
Maryland (type 
Cotton 
Corn 
Wheat 
Peanuts 
Nonbasic commodities 
Beef cattle 
Calves 
Hogs 
Lambs 
Butterfat in cream 
All milk, wholesale 
Wool 
\pples 
Cottonseed 
Soy beans 
Sweetpotatoes 
Sheep 
All chickens, live 
lurkeys, live 
Eggs 
Potatoes 
Barley 
Beans, dry, edible 
Flaxseed 
Oats 
Rye 
Grain sorghum 
Hay, all baled 
Buskwheat 
Sweetclover seed 
Grapefruit 
Lemons 
Oranges 
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Exuisir B 


Distribution of cash receipts from farm marketings by basic commodities, nonbasics 
receiving mandatory and nonmandatory supports, and other nonbasic commodities, 1952 


Commodity Cash receipts | Pereent of 
total 
Basic commodities: Thousands 

Cotton , 7 | $2, 609, 466 806 
Wheat... J ‘2, 146, 669 6. 63 
Corn... 1, 136, 414 3. 51 
Tobacco. 7 3 1, 086, 213 | 2 2 
Rice.. c 301, 187 | 93 
Peanuts 143, 619 14 

Subtotal.......... . 7, 423, 568 | 2. 93 


Nonbasic commodities receiving mandatory supports: | 
Dairy products....-- . 4, 554, $22 14. 07 











WHEE act bwicaans . 118, 489 | 3 
Honey...- . 1 44,161 | 14 
Mohair . 11, 660 | 0: 
Tung nuts..._- ; or | 9 606 | )3 
Subtotal... | 4, 738, 238 14. 64 
Commodities receiving nonmandatory supports in 1953: ? | | 
Soybeans 778, 146 | > 4 
Cottonseed | 389, 461 | 
Oats... 243, 242 | 
Barley... 179, 702 | 
Beans, dry edible 127 916 | , 
Flaxseed 118, 038 | 36 
Sorghums for grain 96,951 | i 
Rye | 20,478 | Y 
Winter cover crop seeds 3 18, 026 |} 6 
Subtotal... | 1, 971, 960 | ) 
Unsupported commodities: | 
Cattle and calves. , 438 2 
Hogs ; , 434 8 
Eggs | , 212 80 
Chickens, including broilers , 413 3 
Sheep and lambs 393, 806 | 1. 22 
rurkeys.. ; | 337, 093 | 1. 04 
Other livestock and products 97, 066 | 30) 
Subtotal, livestock and livestock products 13, 625, 462 42.10 
Truck crops .. | 1, 247, 528 | 3. 85 
Potatoes. 7 586, 804 8] 
Hay. 376, 088 | l 
Sugar beets... 433 | Bg 
Other field crops 614 1.01 
Apples 484 | 8 
Oranges 595 | 6 i 
Grapes 697 | ; 
Other fruits and tree nuts O31 | l 
Forest, greenhouse and nursery..- 909 2. 53 
Subtotal... ae = ‘ 7 z 18, 239, 645 56. 34 
Total, all commodities... : 32, 373, 411 100. 00 
RECAPITULATION Percent 
of total 
Basic commodities 29.9 
Nonbasic commodities receiving mandatory supports 14.6 
Total receiving mandatory supports . 37 
Commodities receiving nonmandatory supports in 1953 6.1 
Total commodities receiving support 43.6 
Livestock and livestock products not receiving price support 42.1 
Other agricultural commodities not receiving price support . 14.3 
Total not recelving price support... -. ‘ 56. 4 
Total, all commodities 100. 0 


1 Value of 1952 production, cash receipts not available. 

2 Crude pine gum is supported under a nonmandatory program. It is not listed here, however, because 
information on cash receipts from crude pine gum is not available for 1952. See footnote 4. 

3 Hairy vetch seed, common rye grass seed, wild winter peas and crimson clover seed. 

4 Crude pine gum which is supported under a nonmandatory program is included in this group, because 
the statistics are not reported on the basis of individual items. However, the indome from crude pine 
gum is a very small percentage of the income from forest, greenhouse, and nursery products. 
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The CHarkMAN. It is now up to the committee as to whether they 
would rather ask you questions or hear briefly from the Stat 
presidents. 

Senator HoLtLtanp. Will Mr. Kline be available later today? Some 
of the chairmen of State organizations may have to return home today 
Will he be available after today to answer questions? 

Mr. Kurne. I am available all day today but not after today. 

The Cuarrman. Why do we not hear the brief statements from the 
various State representatives who may be her 

Senator Hozy. Why do we not do that, Mr. Chairman? 

The CuHarrMan. Then they can go home 

Senator ANDERSON. I do not like to see them go home 

Mr. Kune. That is very nice of you, Senato! 

The CHarrMAN. Then we can continue the questioning of M: 
Kline. What do you say, Senator Anderson and Senator Thye? Do 
you want to hear from the State presidents? ; 

Senator Tuy. I would like to hear from the State presidents.  ] 
think I have discussed the question that 1 had in mind 

Senator ANDERSON. Will we have a chance to question Mr. Klin 
later? I have some questions I would like to ask. I am highly 
pleased with his statement but 1 have some questions to ask. Why 
don’t we get the State chairmen first? 

The CuarrmMan. Very well. Will you present them!‘ 

Mr. Kuin1 L will call on them as they are seated 

Mr. Malcolm Dougherty president of the Louisiana State Fart 
Sureau. Is there any Statement you would like to make o1 emplhas 
on your own behalf? 


STATEMENT OF MALCOLM DOUGHERTY, PRESIDENT, LOUISIANA 
FARM BUREAU FEDERATION, JACKSON, LA. 


Mr. Dovucugrry. In Louisiana our farm bureau a its annual 
convention in July, last year, adopted a resolution endorsing provisions 
of the American Farm Bureau resolutions up to that time. Since 
then the AFBF met and adopted other resolutions reported on pages 
5-6 of Mr. Kline’s testimony. We have held ten regional meetings 
to discuss these issues. 

The CHarkMan. That is in your State? 

Mr. Doucurrty. Yes, sir, in Louisiana. We held 10 regional 
meetings throughout the State, one regional meeting from which 
each board member 1S elected. and we | ave gone Ovel the resolutions 
of the AFBF adopted in December 1953—last fall 

The provisions beginning on page 5 with respect to allowing the 
2-year temporary law of 90 percent of parity to expire at the end of 
1954—our people are in accord with that 

Number 2, that the modernized parity formula go into effect 
Mr. Chairman, and gentlemen of the committee, there are so many 
reasons for that they do not need to be gone into. Our people are in 
agreement with that, too 

rl ak lg 

lhe others on pages 5 and 6 especially—they went along with them 
Mr. Chairman and gentlemen, in Louisiana farmers have voted 10 
times on acreage allotments for cotton and 12 times for rice, and thi 
vote in each case has been overwhelmingly in favor of quotas with 
acreage allotments, although in every case the acreage allotment re 
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duced the acreage that the farmers were allowed to plant, it reduced 
the acreage and reduced their gross income and their net income. 
Yet they voted overwhelmingly for it in order to curtail the surplus 
at the harvest season of that individual crop. 

Mr. Chairman, we do not think that there is any difference between 
that and voting for a variable scale to not bring too much production 
from out of the country. We think that if they are in favor of cur- 
tailing acreage in order not to have too much surplus, they are in 
favor also of curtailing price supports if price supporis are not in line 
with the amount of production needed. 

I am aware, and my Senator from Louisiana is also aware, I know, 
that if we were to ask any farmers meeting whether they would like 
to have 90 percent or a lesser and more variable scale—with the exact 
percent depending on production, they would all say 90 percent. But 
I have not seen one instance in which the result of too high a percentage 
of parity-support price, not taking into consideration production, has 
been explained to an audience of farmers that they have not gone 
along with the Farm Bureau position on it. 

At one of our district meetings last week, we had 600 farmers present 
and they went along with the Farm Bureau position on the variable 
price supports, i. e. the percentage of parity tied to supplies. We 
had only one meeting in which there were 1 or 2 farmers opposed the 
variable price supports in the whole State 

The CuHarrmMan. Are there any questions? If not, who is next’? 

Mr. Kure. Mr. Ed Finlayson, president of the Florida Farm 
sureau. 


STATEMENT OF E. H. FINLAYSON, PRESIDENT, FLORIDA FARM 
BUREAU FEDERATION, GREENVILLE, FLA, 


Mr. Finuayson. I will get here where I can face all of you better. 
Mr. Kline has gone into, I think, very thoroughly our position on 
these matters. But I think he hurried over the method that we used 
in arriving at our position and I think that needs stressing. 

For instance, back in our counties we held county meetings. They 
were open meetings in which anyone who was interested was allowed 
to talk on these particular matters. In our State, as to price supports, 
there was considerable difference of opinion in different sections of 
the State. I happen to reside in a section of the State where they 
thought we ought to have 90 percent rigid price supports. Down 
in the fruit and vegetable section which I think makes up a majority 
of our farm bureau membership, they felt that variable price supports 
were the best 

At our State convention, the fellows from the basic commodity 
section, the northern section of the State, were anxious for 90-percent 
supports, feeling with the present surplus that we have on hand if we 
went right into a variable-price support, we would automatically 
drop to 75 percent with them not having had a chance to bring their 
production in line with demand. 

So the delegates from the southern section of the State went along 
and we passed a resolution favoring 90-percent supports. We went up 
to Chicago to the national convention. At that convention the 
resolutions committee which drew up the proposed resolution to be 
submitted to the delegates there from the various States, got together 
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onacompromise. That compromise is on page 15 of President Kline’s 
statement, and an amendment has been suggested there on page 15 
under title IT. 

Senator ELLENDER. Is that in your statement or Mr. Kline’s? 

Mr. Finuayson. Mr. Kline’s statement, page 15 of Mr. Kline’s 
statement under title Il—Amendment to the Agricultural Acts of 
1949, As Amended, and Related Legislation. The resolutions com- 
mittee made up of the presidents of all the States, unanimously got 
together on this compromise. After the convention in Chicago we 
had our board of directors meeting wherein the directors come from 
all sections of the State, representing practically all commodities, and 
they unanimously approve the compromise. 

We think that this is the logical approach to get farmer opinion on 
these things, is to hold these meetings and let them discuss it. If you 
just ask them a question it is larg. ly according to the way you form 
your question as to how they are going to answer that questicn. It 
can vary. But when they discuss it and understand it, then they are 
in a better position to decide. 

We did that. While our opinions were varied, as our Nation’s 
agriculture has varied, we got together on this compromise that we 
think will answer the situation, and I hope you gentlemen will go along 
with that compromise. 

I thank you. 

Senator ANDERSON. I would like to ask a question. 

The CHarRMAN. Senator Anderson. 

Senator ANDERSON. You said that the farmers generally perhaps 
would have preferred 90 percent in a certain section of your Stat 
Did any of them think they were getting 90 percent? The Secretary 
of Agriculture’s report of February 26, 1954, that is the Bureau of 
Agricultural Economics which sends out agricultural statistics, indi- 
cates that wheat is 82 percent of parity, corn is 79 percent of parity, 
that peanuts were 86 percent of parity, potatoes, not 1 of the basics, 
45 percent of parity, and I see that oranges were 34 percent of parity. 

Senator ELLENDER. How much is cotton? 

Senator ANDERSON. Cotton was 88 percent. What I am trying to 
get to is this: I do believe that it is possible to give 90 percent supports 
on tobacco, on cotton, and things of that nature, that are easily stor- 
able. We get into other difficulties when we get large surpluses that 
are unmanageable. No former really believed he was getting 90 per- 
cent on wheat. There is a lot of flexibility in this rigid price-support 
program, is there not? 

Mr. Fintayson. I am sure that is true. In our case it was primarily 
tobacco, cotton, and peanuts. 

Senator ANDERSON. Jn those cases, you are able to control tobacco 
very, very well, and it does not cost the Government much. 

Mr. Fintayson. That has been true anyway. 

Senator ANDERSON. They can store cotton indefinitely, and after 
long periods that cotton will be used and it does not get damaged. 
You can store it in the open in many sections of the country. Storage 
is not a great problem. But you cannot leave wheat on the ground 
forever. 

Senator ELLeENpER. How much do you think cotton would have sold 
for this past year except for the 90 percent support program? 
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Mr. Fintayson. With variable supports and the surplus we have, 
it would certainly have been near the 75 percent minimum. That is 
why our folks are for the compromise. 

Senator ELLeENDeER. If you hadn’t any program at all? 

Mr. Finntayson. If we hadn’t any program at all we have no 
assurance that we would have had such large production, Senator 

Senator ANDERSON. That is the point. 

The Cuairman. I think the testimony the other day brought out 
the fact that under the bill as proposed cotton growers would, in view 
of the proposed set-aside, get 90-percent price supports next year, 
provided they set aside the amount recommended by the President. 

Mr. Fintayson. That is right. 

The CHAIRMAN. Therefore, there would be no gap in the 90-percent 
supports so far as cotton is concerned. So far as wheat was concerned, 
there would be a small range, depending on the amount of the set-aside, 
either between 77 and 90 percent or between 82 and 90 percent, if the 
larger amount were set aside. 

There is, however, left out of this bill the recommendation of the 
Department of Agriculture for increasing the normal carryover of 
wheat which, if you couple that with the President’s recommendation 
for setting aside 500 million bushels, would very likely make the 
minimum-price support range for wheat next year somewhere between 
84 and 90 percent. But for cotton it would be 90 percent if the 
Congress adopts the President’s program. 

Mr. Finuayson. Senator, the reason we want this in there, this is 
in the bill, as I understand it, we might go out from under controls 
again. Under the encouragement of high supports we might build up 
another surplus, then uader the law we would have no protection for 
that first year. This proposed amendment would give us that 
protection. Under cotton it does not, now. That is what we want. 

The Cuarrman. If the bill becomes law and is applied as intended, 
you would not have acreage allotments and marketing quotas but | 
year at a time anyway. Therefore, you would be under perpetual 
90-percent supports by keeping supply in line with demand. I do not 
see that the cottongrowers have cause for any alarm whatever on this. 

Senator ELLENDER. The only way to reduce this surplus is to curtail 
production, or increase consumption? 

Mr. Fintayson. That is right. 

Senator ELLENDER. Do you not think it would be just as easy to 
operate the cotton program under the 90-percent parity as it was 
possible to operate the tobacco program under the 90-percent parity, 
which has been so successful? 

Mr. Frnzayson. Senator, I do not think it has proven that in the 
past. 

Senator ELLENDER. Will you tell us why? 

Mr. Fintayson. I do not know why. I wish I did. 

Senator ELLENDER. You do not know why? 

Mr. Frntayson, No, sir. 

Senator ELLENDER. The reason, as I understand it, in the case of 
the tobacco program, the producers have placed themselves under 
quotas, acreage allotments ever since the inception of the program, and 
the supply has about equaled the demand. It strikes me that the 
same thing could occur with reference to cotton. It is a storable 
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product, and the production can easily be regulated almost in 
same way as has the tobacco production 

Mr. Finuayson. I think one of the principal reasons it is hard: 
the acreage involved. It is a large acreage in cotton When 
reduce sufficiently to get down your supply you have a big acrea 
involved there that you haven’t a money crop 

Mr. Suaw. Mr. Chairman, if vou will 
1 will be glad to answer that question whe 

The CHATRMA? Senator Holland? 

Senator HoLLANpd. Mr. Chairman, in his urse of questioning 
Mr iinlayson, senator Anderson covered the cotton and tobace 
situations but he did not cover the peanut situation With regard 
to the peanut situation, Mr. Finlayson, our peanut producers kn 
perfectly well that they haven’t had an average 90 percent actual 
price resulting to them from the 90 percent rigid-price support 
structure, do they not? 

Mr. Finuayson. That is right 

Senator Hotianp. They know that the problem has become in- 
creasingly difficult as we get away from the war and postwar years 

Mr. Finuayson. That is certainly true, too 

Senator THyr. Mr. Chairman, there is only one question that | 
want to ask. What would the price have been if you had not had 
the 90? I think that is one question you had better ponder, too 

Senator Houuanp. | think Mr. Finlayson has answered that 
question by his comment by which he indicates that we would not 
have had such a mountain of production. People who were pro 
ducing to sell to Uncle Sam would not have produced if they had 
known that they were going to have to meet the situation themselves 
That is the key to the whole thing. 

Senator ANDERSON. Exactly 

Senator Tuyr. However, the mere fact that vou raised the question 
that vou did not have 90, even though it were at 90, what would you 
have had if it had been less than 90? ‘That is the question that you 
must consider. 

Senator Anperson. I think the hog experience shows what you 
would have had. We did not put 90 percent on hogs and you have 
118 percent of parity in the market place 

The CHarrMan. Mr. Kline? 

Mr. Kune. Mr. James Morton, of the Minnesota Farm Bureau 


STATEMENT OF JAMES L. MORTON, PRESIDENT, MINNESOTA 
FARM BUREAU FEDERATION, HANCOCK, MINN. 


Mr. Morton. Time is getting late. I will not take a lot of your 
time this morning. I do want you to know that the Minnesota Farm 
Bureau goes along with the American Farm Bureau on the stand 
they have taken. On farm supports, on reducing surpluses, and on 
the items that Mr. Kline has talked about today 

We are in a part of the country where wheat and corn are important 
crops. You have been talking about corn and tobacco here. I 
am just thinking of a little thing about wheat in a price-support 
program. I think we can take a picture of burley tobacco and maybe 
translate it to wheat and see where we would be 10, 15, or 20 years 
from now if we follow a high-price-support program all the way along. 
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There is a little loophole in the price support law which says that 
any farmer can raise 15 acres of wheat and sell it on the market with- 
out being affected by the marketing quota program We know what 
has happened in burley tobacco. We know that the acreage reduc 
tion of tobacco—that the minimum allotment is 1 acre or nine 
tenths of an acre, or whatever it is 

The CHAIRMAN. Seven-tenths. 

Mr. Morton. We know that tobacco now is raised on a lot of the 
smaller farms and the trend has gone from efficient units to smaller 
acreages in tobacco growing. Maybe it works out fairly well in 
tobacco, but | am worried about the situation of wheat in the yeal 
ahead 

Wheat is raised efficiently in the Western States, the Midwest States, 
in our part of the United States; in Kansas or Nebraska or North 
or South Dakota and Minnesota, where most wheat farms are 1,000 
acres or more We are trying to raise wheat efficiently. The shift 
in wheat has gone from the Midwest, and the increases in wheat ac 
have gone from the Midwest where it should be raised, where we rais 
it efficiently, and it is moving to other areas 

During this price-support program, during the 90-percent price 
support program, we know that States like Michigan have more than 
doubled their acreage of wheat We know that Michigan farmers can 
not raise wheat as efficiently as we can in the Western States. We 
know that as we move further, looking a long way ahead in the price 
support program, we can see the shift, and every year the wheat 
farmer in the great wheat-producing areas—with a 20-percent reduc 
tion in wheat acres means 200 acres on a 1,000-acre far and we cal 
see a shift from the Wheat Belt where we raise our northern wheat t 
the East where they raise soft wheat, cake wheat, we call it, of which 
we have the biggest surplus 

We want to keep wheat, for instance, in the States where we can 
raise wheat efficiently, where we can raise good wheat and wheat 
that has a demand on the market. 

I am just using one illustration to take up the time allotted to me 
rather than go into a whole price-support program. We can see 
where we must get onto a basis that is efficient. 1 think we can use 
that illustration in practically every one of our commodities. If the 
farmers are going to get ahead, if they are going to prosper, I think 
efficiency is one of the main parts of the program for agriculture. 

| had hoped to have time to talk about the dairy program, but I 
will leave that and thank you very much for a chance to appear before 
you. 

Do you have any questions? 

The CHAIRMAN. Does the committee have any questions of Mr. 
Morton? 

Senator Ture. I would like to say, Mr. Chairman, that Mr. Morton 
and I have been members of the Minnesota Farm Bureau since way 
back in the twenties. 1 am very happy to see him as president of 
the Minnesota Farm Bureau, because he certainly is a deserving 
member and he certainly understands agriculture. I am glad to 
see him here this morning. 

Senator HotLaAnp. Mr. Chairman, may I ask a question? 

The CHarRMAN. Senator Holland. 
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ment. But I have a little feeling when I go into new cotton gins 
that I see spreading out over that country, which are a direct result 
of the 90 percent support program in cotton in the United States 
and which are going to be with us in the way of competition, from 
now on—regardless of what may happen to prices. 

Our cotton men in California have opposed a fixed 90 percent pro- 
gram all the way along the line because we feel that we must depend 
on export very largely and we must be competitive in the export 
market. 

Probably one of the biggest things, with our diversity of crops, that 
affects us is the competition of diverted acres. I know of no case 
where farmers have made as dramatic an effort to bring their produc- 
tion in line with demand as the tomato fellows made. 

We were getting $32 a ton for tomatoes 2 years ago. We cut the 
production voluntarily without any Government order or anything 
else, just went out and talked the farmers into cutting it one-third. 

We got $22 a ton after we cut acreage one-third. There was a 
difference in the situation, to be sure, but that is the kind of cut we 
took. With 550,000 acres going out of cotton, irrigated land, prac- 
tically all available for crops like tomatoes and alfalfa and other crops, 
just a few acres going out of cotton into tomatoes is going to ruin 
these boys who have made as dramatic an effort as almost anybody 
| know. 

Alfalfa a year ago was $32 a ton, and last vear $16 with a reduction 
in acreage of 17 percent. The reduction is due to the fear of how 
much of this 550,000 acres might go out of cotton into alfalfa 

The only consolation we have for alfalfa growers is that the price 
went so low last fall that maybe it talked some of the cotton fellows 
out of planting alfalfa. If it had not been for that we would have 
been completely ruined. 

We know it could not drop another $16. That is the only con- 
solation 

One of the crops with which we are very much concerned is rice 
Rice has been the very beautiful picture in the whole agricultural 
situation for some time. We export 60 percent. We sell domes- 
tically 40 percent. The export price is above the support price at 
the present time. 

Japan has reduced by government order importation of rice from 
6 million bags to 2.2; Korea is getting back into the picture. Other 
producing areas are getting back into the picture. Other countries 
are reducing their importation of rice on account of lack of dollars. 

So that the trade seems to feel that the world price will drop 50 
cents. That is from about $5 to about $4.50 rough rice. Our ihéwe 
say that they would rather sell it in the world market even at $4.50 
than to put it into Government storage at some place near $4.85 
$4.85 is, I believe, the 90 percent figure but we are somewhat below it. 
If we lose our world market even for a year we have lost a good deal of 
it for quite a while. 

If we lose it for 2 years then we are in a very precarious condition 
so far as the world market is concerned and with 60 percent of our 
supply going into the world market of course that is the determining 
factor. 

Sometimes in this kind of a difficulty we get the feeling that we do 
not want any kind of supports. We do believe that a variable support 
program can be very helpful. I do not believe it is perfect and we 





GENERAL FARM PROGRAM 241 
think we still have to search to find some better answers to more 
accurately give farmers the opportunity to vote on just what they do 
want. 

We do not quite get this even with the variable support program, 
We will have to perfect it if we are going to do the kind of a job that 
needs to be done. 

We are doing our best to perfect it. Itis the fact that the support 
prices can cut you out of your world markets, and can permanently 
lose you markets for you. Then a solution is needed to the diverted 
acre problem, our real problem. 

The CHAIRMAN. Senator Anderson? 

Senator ANDERSON. You do, then, I take it, strongly endorse the 
remarks of President Kline with reference to the danger of losing some 
of these world markets by high prices? 

Mr. Witson. Absolutely. 

Senator ANDERSON. And the difficulty of getting them back once 
they have been lost, which I think is a very significant statement 
We used to export 60 percent or more of the cotton crop. What 
godsend it would be if we still had those world markets which we have 
now lost. 

Mr. Witson. We have lost the dried fruit and canned fruit and 
other things not due to 90 percent, but we are trying to get those 
back. We are very conscious throughout our entire State of the 
export market. Our cotton men have supported a variable program 
all the way through, as wei as all the rest of our folks in our State. 

Senator Toye. Mr. Wilson, why did you lose the fruit markets? 
You did not have any price supports on fruit 

Mr. Witson. No; we were cut out of the fruit markets on account 
of the import regulations in relation to our export that went along 
with war itself. 

Since then it has been, with the regulations of foreign countries in 
relation to the dollar. Fruit is a luxury. It is not like cotton and 
rice that these people have got to have to live or to clothe themselves 

Fruit was far more susceptible to the willingness of the other coun- 
tries to buy, and the situation becomes a different situation. 

Senator Tuyr. Mr. Wilson, what would you recommend that 
producer shift to in order to get a better balance insofar as the agri- 
cultural economy is concerned, and not to aggravate the surpluses 

Mr. Wixson. I think that the most dramatic thing we must do in 
this area is to sell these crops through export or otherwise becaus¢ 
while it is relatively simple for a factory to close down, so long as you 
have plenty of factories so that the employee can go to work someplace 
else—it is very difficult to close down this agricultural plant. 

We increased our production 42 percent. We are in practically the 
same position today we were in in 1949—when the law we are talking 
about using to build a long-range program was passed. We have lost 
some of this foreign market. We have to make an adjustment. We 
have either got to make an adjustment to meet the demand or we 
have got to raise the demand to meet the supply 

It is easier to build the demand to meet the supply. 

Senator Tuyr. Then the only adjustment that you and I can foresee 
is to take these acres that are denied to wheat and cotton and corn 
and, rather than permit them to go into tomatoes, put them into a 
legume crop which would not be harvested or grazed but would be 
used as a fertility-building practice. 


») 
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If you divert 15 acres of wheat and put it into barley you have only 
aggravated your feed-crop situation. If you take it out of cotton 
and put it into tomatoes, you have only added another problem for 
the tomato producer. 

Therefore, it can only be one diversion, in my opinion, that can be 
sound, and that is to something that will conserve and build the 
fertility of the soil and will not aggravate the surplus in another com- 
modity. 

Mr. Witson. In addition to that, we can do other things. I hap- 
pea to have been a beet grower for a long while. We plant beets in 
20-incb rows. You can get practically the same yield of beets in a 
30-inch row. You have only two-thirds as much thinning to do, you 
have less than half as much hoeing to do because you can do practically 
all of it with the cultivator that way. 

So that there are many practices that we can carry out in agriculture 
which will cut our costs, and maybe cut production a little, but cut 
costs more. 

There are also these flamethrowers. Ido not know how good they 
are in cotton. But there are a lot of things that you can do in cotton 
that will cut costs. They may cut production a little. In this 
period, if we can cut costs more—even though we cut production a 
little bit—then we are really kind of making two adjustments at the 
same time, adjustments that we need to be making in this country at 
the present time. 

Since 1929 the domestic population has increased by 23 percent. 
Food production has increased 30. Meat production increased 40. 
If we can maintain this employment in this country with a stable 
dollar—which we believe is probably the first plank in a sound farm 
program, to maintain a stable economy—then we say it will take 4% 
or 5 years for the domestic population to pick up enough to make up 
this adjustment that we have to make because of the loss of foreign 
markets. Then our farmers can do what they like to do best, to 
produce almost to the limit with the increase in our domestic demand 
if we can maintain a stable economy in this country during this 
period and not get too much unemployment and things of that kind. 

So we think it is a temporary adjustment and not a permanent 
adjustment that has to be made and a relatively small one if we use 
all of our forces a little here and a little there to help make the adjust- 
ment instead of doing things which tend to prevent the adjustment. 
The 90 percent support has been quite effective in preventing the 
adjustment instead of helping to make the adjustment in a good 
many cases. 

Senator ANDERSON. Would it be proper to say that what you sug- 
gested a minute ago was that if we could cut expense as much or more 
than income will be reduced by these smaller acreages, the farmer is 
better off? 

Mr. Wiison. That is right 

Senator ANDERSON. For the sake of the record, what is California’s 
position among the 48 States agriculturally? 

Mr. Wiuson. I hesitate to comment. 

The CHatrMan. The next witness, Mr. Kline? 

Mr. Kune. If it was not for them we would be first in my home 
State of Iowa. Mr. FLake Shaw, executive vice president of the 
North Carolina Farm Bureau. 
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STATEMENT OF R. FLAKE SHAW, EXECUTIVE VICE PRESIDENT, 
NORTH CAROLINA FARM BUREAU FEDERATION, GREENS- 
BORO, N. C. 


Mr. SHaw. Thank you. Thisis Senator Ellender’s chair. Since I am 
expected to answer the question he asked I rather feel uncomfortable. 

I do not want this in the record, Mr. Chairman, but for the benefit 
of the committee, | want to say first that 1 am a farmer in my own 
right. I was in the dairy business for 25 years, and I am a sub- 
stantial wheat producer from Piedmont in North Carolina and have 
40 acres of flue-cured tobacco. 

The CuarrMan. That is all right for the record. 

Mr. Suaw. | want it understood that I am not lost when I under- 
take to talk about a farm program. I attended the first meeting ever 
held called by Secretary Wallace 

Senator Ture. You do not do that farming sitting back of a desk, 
either. 

Mr. Suaw. No, sit 

Senator Tuy. Your face is still more tanned than what is under 
the hat. That is how you can tell a desk farmer from an actual 
operating farmer when you look at him. 

Mr. Suaw. Thank you. My points are directed more to the imme- 
diate problem than any long-range points of view. I will make only 
a few points. 

My first point is with reference to the tobacco program because the 
Senator brought that out and I think for the benefit of the other 
members of the committee, and certainly in fairness to other com- 
modities, people should know the difference, Senator Hoey, about how 
the program operates and how the rest of these programs operate. 

To start with, the flue-cured-tobacco law in itself is the only law 
that you have not got a gadget in. You have a seven-tenths of an 
acre exemption in the burley law. You do not have that in the flue- 
cured. Each man stands up to the trough and faces the reduction 
when it is necessary and takes it straight across the board. You do 
not have it in peanuts, you never had it, you do not have it in cotton, 
in wheat, or anywhere else. 

And it is not fair to go out and say to these other people that you 
ought to operate like the tobacco boys do when they have never 
accepted the responsibility of making the adjustment as the tobac¢ 
boys did. 

We have kept our program in line and paid the Government $14 
million in interest and through the loan program we paid the producers 
about $13 million in the last 3 or 4 years 

It has been very successful and we certainly are indebted to the 
Senate committee and the House committee and those of you from 
other parts of the country when you recognize that you have to either 
treat us by some special legislation or give us special treatment under 
ge neral legislation for us to come out even with the other commodities 
because we are handicapped in many respects in the tobacco field. 

We face almost a complete monopoly in marketing tobacco. There 
is a lot of difference in commodities. For the benefit of the record 
that should be put in. 

My second point is this: I think you people, you members of the 
committee, are going to have to take a serious look at the parity for- 
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mula, and the way it is operating on the different commodities at this 
time, and how wholly inadequate it is in its comparability and 
re lationship to the different commodities. 

In the first instance, we have not attempted to make it comparable 
from year to year, and in the last instance we have made it two ways, 
and that almost made it injurious as far as keeping them comparable. 

I am not very smart but I want you to think that over and see if it 
is not pretty nearly true. We are going to have to take a serious look 
at parity relationships. 

The CuarrMan. Senator Anderson? 

Senator ANDERSON. Actually, several of us on that conference com- 
mittee tried our very best to work it out so that we would not have 
this double stand on modern parity but we ran into a situation that 
Senator Aiken and Senator Thye will remember where we were not 
able to reach agreement and we would have had no bill at all if we had 
not worked out something. 

Mr. Suaw. I know that. 

Senator ANDERSON. | agree that we should take a long look 
that question. 

Mr. Suaw. To further amplify that point, we in tobacco last year 
took a 6-percent reduction in price supports, Senator. We dropped 
from 51 to 47 cents. You made the disparity of the comparability 
more distorted by reason of the fact that you allowed other com- 
modities to not drop i in line and keep them all under the same formula. 

Wheat, for instance—look what you did. You brought them 
nearly together. I produce tobacco and wheat too. Iam not guessing 
at what I say. I can back it up with facts. When you do that | 
think thea the next point that you need to recognize in this immediate 
future is the fact that we have gone far enough and we have worked 
at this program long enough to see a difference in how we deal with 
these commodities, and we are going to have to recognize there is 
one fundamental principle. 

For instance, corn and wheat. The average man would say they 
are comparable; yet 85 percent of corn is fed on the farms, prac tically 
none of it shipped abroad whereas 40 percent of the wheat goes into 
the foreign market. They are just different. They fit into the pat- 
tern of life in a very different way, and they fit into the market 
pattern in a very different way and their overriding influence, com- 
petitively and otherwise, is entirely different. 

I think the committee is going to have to recognize those points in 
the immediate future because you now have almost half of your money 
tied up in corn and wheat. The problem used to be number one in 
the South, but today it is No. 1 in the Midwest as far as the farmers 
are concerned because those boys have all our money and we need it; 
we would like to get some of it back. 

That is the second point we are going to have to flag and take a 
serious look at in any legislation you pass. 

The next point, and this is commented on in our resolutions in 
North Carolina: the North Carolina farmers want 90 percent support 
but they say you have to earn it. They go far enough to write into 
the resolution, Senator Anderson, a qualifying statement to the effect 
that unless farmers keep supplies in line with reasonable demand, they 
are not entitled to any price supports. You could not take our 
resolution, Senator Hoey, and seed a single grain of wheat next year 
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and give any man price supports if you operate by our resolutions. 
That is how tight it is. We know that is not workable. But thet is 
the way our people feel about it and that is the way they expressed it. 

As a member of the executive committee I have in my possession 
all the resolutions from 13 Southern States, and what they say about 
price supports. There is some difference in the way they express 
themselves. In the qualifying part of the statements I do not know 
of but one State that has a resolution that is in conflict with the 
principles we have expressed here this morning in our statement. 
If the man who was appearing was under cross-examination by a man 
like Senator Anderson, Senator Hoey, or Senator Thye—you boys 
know what you are talking about——— 

Senator Toys. That is a compliment coming from you. 

Mr. SuHaw (continuing). I doubt if he could take his resolution and 
stop a single point that you have got in this proposal that we submit 
here this morning if you want to be really analytical about it and 
factual about your statement. I doubt if he could do it. There 
really is not any very great difference, and there is not really a lot in 
what we have to do to be alarmed over if we will face the facts and 
be objective. We have done a lot bigger jobs than the one we have 
to do now. 

My last point is this: We must recognize the adjustment pane iple 
immediately unti! such time as we can find these markets and increase 
this population. Maybe it is good to use set-asides and maybe we 
can insulate. But sooner or later the inevitable laws will catch up 
with you, and you have to face the music down the road somewher 
We must market the commodities. 

Our program is good and personally, Mr. Chairman, I am not 
ashamed of a single dime we have invested in this program. I know 
what we did in the thirties and where we started from. I know what 
we have done to our soils and how we built them up. I know what 
vields we have, and where they have come from and | know the overall 
look of the country compared to where we started. It has been 
worth every dime it cost this country. By the same token we have 
not forgotten the potato situation, we have not forgotten the eggs. 
The Secretary of Agriculture did not write off potatoes nor did the 
administration. The House and Senate wrote them out of the picture 
and said when you boys know how to epeett we will go along with 
you again. And you only override public sentiment to the point 
where you cannot go any further. 

I do not think we have reached that point. I think public senti- 
ment will go along with us if we go to work on this job objectively 
and face the facts. But unless we talk about the real issues— 

Senator Tarr. Will you point up 3 specific facts that we have to 
face and what we must do in 3 specific steps? 

Mr. SHaw. First you have to face a serious look at the price-support 
program. 

Senator Taye. We looked at that. That does not solve it today 
and will not tomorrow. What is the next step? 

Mr. Suaw. The next most important thing is to give full weight 
and consideration to the adjustment principle. I do not mean by 
that that you can go ahead 

Senator Toyz. The question is, we have surplus wheat and corn 
and we have surplus cotton, and we have surplus dairy products. 
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What is the first immediate step that we must take in order that we 
make certain that we do not create a situation like that which de- 
veloped in the potato industry? 

Mr. Suaw. Start with your adjustment program on a consistent 
trend, tending to bring in line supply and demand. 

Senator Taye. That is a reduction in acreage? 

Mr. SHaw. That is a reduction in acreage. 

Senator Toye. And not let those acres be used to plant some otber 
type of crop to aggravate that phase of it? 

Mr. Saaw. Absolutely. 

Senator Toys. That is the only way I understand this program 

Mr. Suaw. That is the only way it can be done. 

Senator Tyg. If I have to cut my wheat acres, or my corn acres, 
where am I going? If you let me do as I please | may be in competi- 
tion with the man who always grew oats and barley and the man who 
grew rye. That is where I would be going, because I cannot go to 
tomatoes, I cannot go to cotton, or fruit raising, unless there is a pro- 
gram that will put the diverted acres into soil-building programs, en- 
tirely. That is the answer as I see it. 

Mr. SuHaw. I understand. I think we have it pretty well covered 
in our statement. It gives the Secretary the answer to most of these 
problems. They can be worked out as we go down the road. You 
asked me to put up three points. First, we take this look at the par ity 
formula. The second point, as to these adjustment principles, we 
have to do that. My third point is just what you said, that we can- 
not distort the rights of commodity producers by allowing them to 
compete in programs that are in effect for commercial use. 

| think the Secretary needs some latitude. Where you have a de- 
ficiency in production and a shortage in a commodity he can limit 
production of that commodity in that area for the benefit of that area 
and I think that is well covered in the AFBF statement. My last 
statement is this, gentlemen: This may not be as good as we would 
like it to be, but it is the best thing we could work out in the way of 
a national farm program. I mean a sound approach to it. We do 
think it is better than what we now have. We hope you give it your 
most careful consideration. 

Thank you. 

Senator Hotutanp. Do you mean by that that your State Farm 
Bureau is supporting the program that has been outlined by Mr. 
Kline? 

Mr. SHaw. We had the president of the North Carolina Farm 
Bureau who sat on the resolutions committee and we had five voting 
delegates who voted for every principle in it. I would say this, 
Senator Holland, and I do not want to be misunderstood: We have 
people in our State, just like all other States, who do not agree with 
that philosophy, and do not agree with that principle, because in the 
first instance they do not understand what they are talking about 
when they say 90 versus 75. They do not understand the qualifying 
elements and a lot that is in this document that we have presented 
here today. We think it is pretty good. We know very well that we 
worked at it as hard as we knew how and it is the best basis that we 
have for developing facts and information on any kind of a program. 

Senator Hory. In this set-aside that is provided for, you would 
think that they should be considered in connection with any arrange- 
ment for acreage for a succeeding year? 
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Mr. SHaw. I do not see how you can entirely eliminate it, Senator. 

Senator Hory. Ought it not to be considered fully? Otherwise, 
the cotton or wheat, the set-aside this time and a poor crop, might 
bring it to where there would be no controls another year? 

Mr. Suaw. | agree with you a hundred percent for continuation of 
a long-time sound program. 

The CHAIRMAN. Who is the next witness? 

Mr. Kurne. Mr. Hugh Agnew, president of the South Carolina 
Farm Bureau. 


STATEMENT OF E. H. AGNEW, PRESIDENT OF SOUTH CAROLINA 
FARM BUREAU FEDERATION, ANDERSON, &S. C. 


Mr. Acnew. Mr. Chairman gcentlemen, my re marks will be ver 
brief. Of course we farm people and Farm Bureau people in South 
Carolina don’t agree 100 percent with the American Farm Bureau 
policy but we are about 99.44 percent pure, I guess. The one thing 
that seems to me to hold a great deal of promise in this new look at the 
situation is the prospect for individual treatment for these se mee ite 
commodities. I think that is something that you re ally need to keep 
your eye on. The characteristics of the crops, the characteristics of 
the people who produce them, the history of the success and failures 
and costs of the support-price program as applied to each of the 
separate commodities, are factors that certainly cannot be overlooked. 

We in South Carolina think that if the approach was on that basis 
it would hold a great deal more promise. for instance, in South 
Carolina it is no difficult proposition to sell cotton growers on the 
provisions of the permanent act of 1949, on its merits. But if you 
call it a flexible 75 to 90 percent support-price program you cannot 
sell it to them at all. You have to call it a 90-percent program. 

The CuarrMan. Which it is if they sustain complianc« 

Mr. Aanew. One section of the country calls this act of 1949 a 
flexible 75 to 90 support-price program, and another section of the 
country calls the same thing a 90 percent support-price program 
Essentially it is both. It is a combination and it fits our philosophy 
because we believe firmly, first, in a practical application of the 
adjustment program, and the flexible provisions or variable provi- 
sions, if you please, of this act of 1949 are applicable to our com- 
modities only after we have failed to make the adjustment. 

We believe in the right to do that. We are a little disturbed 
the moment at the prospect of perhaps a considerable reduction in 
acreage in cotton again for 1955, and also a set down from 90 to 75 
percent support price unless you do something about this set-aside 
business or unless you make a provision that when quotas are in 
effect on cotton 90 percent is applicable, or something else. But the 
prospect of taking a further reduction in acreage plus a substantial 
reduction in support price is alarming. 

Our people are awfully worried about it. In lieu of any further 
statement I would like to request the privilege of inserting in the 
record an editorial from the February issue of the South Carolina 
Farm Bureau Publication, entitled “One Sour Note.” 

The CHarRMAN. Without objection, we will insert that in the record 

(The editorial is as follows:) 
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{From The South Carolina Farmer] 
OnE Sour Nore 


When President Eisenhower, Secretary Benson, administration leaders in 
Congress, or any of the many others habitually condemning “high rigid’’ price 
supports for the creation of surpluses of crops like cotton and wheat look around 
for a way to correct this monstrous evil, they invariably suggest ‘‘flexible’’ sup 
ports as the remedy. 

What they are talking about is making effective the Agricultural Act of 1949 
they invariably get around to saying so before they are through. 

When southern farmers, southern Senators and Representatives, and Southern 
States farm bureaus talk about 90 percent of parity supports, they are talkin 
about the very same Agricultural Act of 1949. Neither want continued manda- 
tory 90-percent supports on the basics regardless of supply. Neither contend 
that continued piling up of surpluses entailing heavy investment of public funds 
is justifiable. 

he word “‘flexible’’ has become associated in the minds of many congressional 
leaders, and certainly in the minds of most southern farmers, with 75 percent of 
parity support prices—and is, therefore, a despised word. Nothing like unity 
can be hoped for in Congress nor in the ranks of farm people so long as whatever 
is proposed is called flexible price supports. 

At the Atlanta meeting, the most thought about crop in connection with price 
support discussions was cotton. What do southern farmers want as a price- 
support program for cotton? They want 90-percent support. Do they want 
90-percent support without regard to supply? Certainly not. They want the 
right and the privilege of adjusting production to effective demand in order to 
2arn such support. 

What they really want is a practical and honest application of the provisions 
of the Agricultural Act of 1949. Strangely, that is exactly what the stanch 
advocates of “‘flexible’’ support prices want too. 

Opponents of “flexible’’ supports are so bitter in their opposition that the real 
danger is that the temporary extension of mandatory 90-percent supports without 
regard to production or supply is apt to be again imposed for another 1, 2, or 3 
years after 1954. That would be a calamity since it might well result in such 
enormous surpluses of cotton, corn, and wheat as to break down the whole farm 
support-price program because of too heavy investment of public funds in these 
surpluses. 

What can be done about this dilemma? Merely call the thing by its right 
name. 

And what is its right name? Its right name is ‘Essentially a 90 percent of 
parity support-price program providing first for a way to adjust production to 
need and then providing for lower support price only after such adjustment fails 
to be made, with the provision for making the adjustments to vary according 
to the desire of the producers of the various six basics—cotton, corn, wheat, 
tobacco, rice, and peanuts. 

Hssentially, that is exactly what is provided now in the Agricultural Adjust- 
ment Act of 1938, as amended in 1948 and 1949. Since these provisions are 
approximately what most farmers (east, west, north, and south) want, no drastic 
changes may be expected at the hands of Congress. 

If the advocates of flexible supports are successful in defeating efforts to ex- 
tend the mandatory 90 percent supports regardless of supply, they will holler 
victory. 

If the advocates of 90 percent supports are successful in obtaining a few minor 
revisions (the major of which is the flexible idea of allowing lower prices help to 
make the adjustment between production and demand before any other real 
effort is made to make such adjustment) and call it a 90 percent support-price 
law, then they will holler victory. 

To hold onto what we have would be far better than anything new yet pro- 
posed, and that is what is most apt to happen unless the so-called advocates of 
90 percent supports are forced by stubborn opposition to extend these 90 per- 
cent supports without regard to supply; then both sides have actually lost the 
victory for reasons stated above. 

If provisions of present permanent law, plus the proposed provision for 90 per- 
cent support on cotton the first year quotas are in effect after a vear of no quotas, 
were honestly administered, the cotton program would be entirely satisfactory 

The big problem now is how to avoid the penalty that is in prospect for 1955 
because of the huge present surplus which promises to lower support price in 
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1955 if production is normal on the allotted acres and total consumption does 
not increase more than now anticipated. This could be overcome in either of 
two ways. One is to set aside as a stockpile to be kept off the market enough 
cotton to keep the marketable supply at a level ths vould make the support 
price under quotas in 1955 at 90 percent of parity. The other is to provide that 
90 percent support price shall be effective any year in which quotas are in effect 

Kither of these provisions would be far preferable to extension of the mandatory 


90 percent support without regard to supply 





But 1954 is election year for all Members of the House of Representatives and 
for one-third of the Senators. The farm support-price issue will be so hot that it 
is to be more political than agricultural 

Otherwise, there might be some hope for a sensible solution to this vital problen 
that is not nearly so complicated as it is being pictured 

If the terms ‘‘high rigid,” “flexible,” and ‘“‘sliding scale ould be forgott 
the variability between the individaul requirements for handling support prices 
between individual commodities could be recognized as just as important and 
proper as the variability in support-price level for each separate commodity 
and if existent prejudices could be overcome, then this thing iid be worked out 


on a sound and sensible basis 
For instance, if the corngrowers prefer to produce without quotas at 75 percent 


support price rather than have quotas and get some higher level of support, 
then that is their privilege insofar as southern farmers are concer i We would 
even help them get that kind of a progran Corn cannot be stored indef 
and most of it is used for feed rather than for sale anyway 

Cotton is not edible, but it can be stored indefinitely without danger of spoilage 
If more than a two-thirds majority of cotton’s producers prefer to adjust produc 
tion to demand and earn 90 percent support price, then that eir business; and 
corngrowers should be willing to help cotton farmers get that kind of a pr 


And so it goes, as infinitu 


The CHarrMAN. We thank you, Mr. Agnew. We think you have 
put your finger on the major problem of this committee, and that is 
the use of the words “flexible” and “rigit.”” We know perfectly well 
that rigid supports do not mean that the farmer gets 90 percent of 
parity prices. We know perfectly well that if he stays in compliance 
he will get virtually the same support under a flexible program. I 
agreeable to the committee and the rest of the Congress, I would be 
perfectly willing to outlaw the use of the words “rigid” and ‘‘flexible 
from now on. We have heard enough of them 

Who is the next witness? 

Mr. Kune. I am afraid that the press would object to th Os 
tion on the part of the Congress to control the use of words. But in 
any case 

The CuHarrMan. Members of Congress have had a very large mail 
recently insisting that we control the use of words 

Mr. Kuine. There are some words that you never know what the y 
mean. Ido not know what “sour note’ means. I hate to think that 
South Carolina has a sour note. 

I would like to call our vice president, Mr. Walter Randolph, presi- 
dent of the Alabama Farm Bureau. 


STATEMENT OF WALTER L. RANDOLPH, PRESIDENT, ALABAMA 
FARM BUREAU FEDERATION, MONTGOMERY, ALA. 


Mr. Ranpoupn. Mr. Chairman and members of the committee, the 
Alabama Farm Bureau Federation has for a good many years at each 
annual meeting endorsed the Agricultural Act of 1949—ever since 
1949, as a matter of fact, when it was passed. 

Also, at our annual meeting in November of last year, we adopted 
a resolution seeking an amendment to that act. The resolution is 
identical in meaning with the recommendation that Mr. Kline has 
44084—54—pt. 1——1T 
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made here pertaining to the price support being at 90 percent of parity 
the first year marketing quotas are in effect following a year when they 
were not in effect. 

The Alabama Farm Bureau Federation concurs 100 percent in Mr 
Kline’s testimony. We are in support of legislation in accordance 
with the recommendations that we have made here this morning 
That is all that I have to say 

The CuarrMANn. We always like to have you with us, Mr. Randolph. 

Mr. Ranpoupn. It is a pleasure. 

The CHarRMAN. We see you frequently around here 

Mr. Ranpo.pu. I will try to be back sometime 

The CHarrMan. Are there any questions? If not, we will hear the 
next witness. 

Mr. Kune. I have no more | would like to take a couple of 
minutes first to express our appreciation of this very fine reception that 
you have given to all these people. Second, to say that I am very 
happy that the agricultural situation is not as bad as it appears 
1 think we can work out of this situation without being in anything 
like the serious situation that we might get into, and I certainly hope 
that we do it without resorting to real price fixing. We never were 
for price ceilings; we are not for price fixing. At the Federal level we 
think it means a rather dramatic change in the whole United States 
economy, and this is based on observation in this country and other 
countries and is not an off-the-cuff opinion at all 

Another thing about it that is hopeful is that the situation is coming 
along with a rising domestic demand, and if we can solve the overall 
economic problems in the United States and we can make some adjust- 
ments—and I don’t believe there is anybody here who does not know 
that we have some adjustments to make—then I believe we can do 
this thing successfully without doing a lot of things which 8 or 10 
vears from now we would look back to with a great deal of regret 

I will make one further comment. We note here that we will plant 
these diverted acres to grass, and that will be easy and will take care 
of the situation. One of the reasons it might take care of the situation 
is because the situation is temporary, we hope. But, if you care to 
look up the figures, you will discover that cattle and calves produce 
about as much income as all the basic commodities. If you care to sit 
down by yourself and think seriously about how the Federal Govern- 
ment will prevent the use of grass to produce cattle and calves, you 
will find that the Government does not like to fix fences and that it is 
hard to keep cattle in. When you get into a situation of feed, it is a 
little tight, and there is a lot of feed on the place, and the Government 
would have to build a lot of fences. 

I remember the reports from the dairymen and cattlemen when we 
were doing a lot of these things in the thirties. At that time we had 
a very modest support program. We passed the long-range prin- 
ciples we have been discussing this morning—the long-range program 
providing for 52 to 75 percent support on the basics, excepting peanuts 
which were 50 percent to 75 percent, and then we changed that in 1948 
and 1949 to the present support situation. 
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] hope we do not suffer the delusion that controls are easy 
operate or that when vou shift a whole lot of land over to somethin 
else you have automatically solved the problem or that any of the 


things are easy We make these recommendations with the idea that 
if we can hs ve legislatior vhich 1s rea onably In accorcance with ther 
we can use our organization throughout the country to help to ma 


the legislation work successfully, and to come back later to help to 
revise it in the face of any necessity 
The CHairMan. Are there any further 


mestions lt not we 


( ap 
preciate your testimony, Mr. Kline, as well as that of the Stat presi 
dents who have been with us this morning. | pe rsonally ao not see 


any reason in the world why we should not in this committee and in 
the House committee work out a better farm program than we have 
today, bring it up to date and make it work 

Mr. Agnew pointed out one of our chief stumbling blocks and that 
is the manner in which the country has been propagandized to believe 
that flexible and rigid are good or bad words depending on the view- 
point. If it were not for that, I think that we would find our task 
much easier. But it seems to me that we are big enough to rise above 
the stumbling block of two little words. 

I still think that we will be able to improve the program which we 
have now, and will do so. 

Thank you. 

We will recess until 10 o’clock tomorrow morning, 

(Whereupon, at 12:50 p. m., the committee was adjourned, to re- 
convene at 10 a. m. Thursday, March 11, 1954.) 
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THURSDAY, MARCH 11, 1954 


Unrrep Srares SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. C. 

The committee met, pursuant to recess, at 10:10 a. m., in room 322 
Senate Office Building, Senator George D. Aiken (chairman) presiding. 

Present: Senators Aiken, Young, Mundt, Williams, Schoeppel, and 
Johnston. 

The CHarrMan. The committee will come to order. We will con- 
tinue with our hearing on the Porares.s gricultural program. The 
witness this morning is Herschel | ewsom, m: a of the National 
Grange. We are cla | to have you W ae us, Mr. ewsom., Would you 
take a seat and proceed with your testimony? 


STATEMENT OF HERSCHEL D. NEWSOM, MASTER, NATIONAL 
GRANGE 


Newsom. Mr. Chairman, members of the committee, of course 
I weasels the opportunity of talking with you about the Grange 
program for agriculture, so-called, and its relationship with the 
problem before this committee and the subject matter of this specific 
proposal. I have a prepared statement here that probably I would 
just as well read, but I will yield to your pleasure and either read it 
or comment on it 

The Cuatrman. I think, Mr. Newsom, if you start reading it, the 
committee members can follow as you proceed and make note of any 
questions that they might want to ask at the conclusion of your state- 
ment. 

Mr. Newsom. Because of the fact that even more than the usual 
amount of effort toward spelling out the present agricultural policies 
and program of the Grange was involved, it seems appropriate to quote 
herein a substantial portion of the report of the Committee on Agri- 
culture at the 87th Annual Session of the National Grange held 
Burlington, Vt., last November. Early last spring we prepared a dis- 
cussion brochure and a questionnaire that was, to the very best of 
our ability, designed s promote a vigorous and objective analysis of 
the price and economic difficulties within agriculture and their evolu- 
tion, with special emphasis on the adequacy, or lack thereof, of the 
farm program. 

It would be presumptuous on our part to proceed on the basis of 
assuming that the members of this committee have not carefully 
analyzed this whole proble m over the long period since its inception 
following World War I. But it would be difficult for us to adequately 
present our conception of the things that must be done, the legislative 
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devices that must be provided, and the general program which must 
be followed, without first pointing out that it is our firm conviction 
that the so-called farm problem of America stems from the changes of 
relationship of our United States as a nation, with other nations of the 


world, since World War I. 


Prior to that war the United States had been a debtor natio: The 
payment of interest and repayment of principal to the creditor 


abroad by American debtors helped to provide the foreigners the 
dollars needed Lo buy our farm produc Ls While (| eC l rl i otates 
Wiis becoming FE creditor nation, the flow of dollars abroad also helped 


LO provide dollars for purchase of American farm product ‘ but the 
day came when the foreigners had to use scarce-dollar earnings to pay 
interest and principal to their American creditors instead of buy 
our farm products. As Western Kurope really needs our foodstuff 
there was a dollar gap that could be filled only by further loans, give 
away, or increased imports. It is our considered judgment in the 


Grange that we have as a nation never vet realistically faced up to 
the proposition that our paramount objective, at least from an agri 
cultural viewpoint, must be the building of a sound, economic foreign 
policy predicated on the realization that as a creditor nation we must 
allow foreign nations to earn the dollars needed to pay mterest and 
repay principal ais well as buy the foods, fiber , a il tobac Co that they 
al 


need and we are well equipped to produce 


We in the Grange have been grateful for, and indeed have felt that 
we have had a hand in, the formation and development of pelicies 
dedicated to the relief of agricultural poverty and di parity, but in like 
manner we feel that we have been unrealistic in depending on the 
relief-type mechanism almost entirely without seeking as vigorously 
as possible to solve or correct the basi propos ion that has led to 
shrinking markets outside the United States 

In a great many periods during the past 30 years American farmers 
have suffered economically despite an excellent domestic American 
market. The present period having begun in about 1948—but of 
course having been interrupted for a matter of several months by the 
stimulus of inflation arising from the Korean war—is typical of this 
sort of situation. Our domestic market is an excellent one. In 
many cases it is the only market available to agricultural producers 
of America. It promises to be an expanding market on basis of popu- 
lation alone 

This does not, however, justify our ignoring the world market. 
American farmers are entitled to access to the markets of the world 
on the basis of their comparative efficiency of production, and quality 
of the products produced for market. Some of the policies that we 
have followed, predicated on the commendable and determined aim 
of supporting prices, in an effort to stabilize agricultural income and 
provide a real foundation for total national prosperity, have been 
shortsighted in that they have been completely oblivious of the basi 
cally fundamental fact that American agriculture can never prosper, 
under present circumstances atl least, without having access to world 
markets for approximately 10 or 11 percent of its total production. 

In short. our tarm program has he¢ n almost compte le ly isoiationuist 
from an economic point of view To say only that we have priced 
ourselves out of the world’s markets is to treat the subject matter 
altogether too lightly. The truth is that we have completely ignored 
the basic right of American producers of such products as wheat, 















































cotton, and rice, to compete realistically but nonetheless fairly in t) 
markets of the world In like manne we ha ei ored thre rioht iil 
the needs oltn uny food and fiber dehierent areas of th world to m 
chase such products of American farn throug Line ale of the pi 
ucts of their own lands, hands, and skill 

We in the Grange clearly recognize that it is neither politically n 


economically possible to seek unmedtiately to destroy or « iocate 
vast network of protective and 1 rictive devices and trade barri 
already in being. The American farmer to save conomie lif 
foreed to seek some balancing mechanisms We t clearly re 
nize, however, that we dare not let it ever be said that we willingly 
needles ly depart from basic fundamental princip On tl co 
trary, we must seek diligently and progressively with whatever « 
of speed circumstances may permit, to help lead America in | 
cal and economic structure in the direction of maximum expansion 
individual opportunity and freedom rather than toward a deeline 
the dignity of the mdividual himself \s each individual 1s more fre 
to plan, to produce, and to utilize such ill as he has and such re 
sources and material as are available, he will be a ater individ 
economically He will the better provide for his own welfare and that 
of his family The sum total of the product of all individuals, there 
ore, will be oTreater and vi ld a higher total nacional produet with 
corresponding increased standard of living generally 

Human dignity and expansion of freedom and of opportunity { 
the individual is more than an ideal. These objectives are the so 
of America. ‘To willingly desert them is to break faith with ou 


forebears 


That portion of the agricultural policy statement which I beli 


is most pertinent to the subject matter under consideration by this 


committee follows 


The National Grange believes that a farm program d init. hn en etal 
adequate farm income and a balance between supply and demand of agricultur 
commodities is essential to the welfare of American agriculture and the nations 
economy, 

During the last 2 years average farm prices ha lropped by mor 
percent, while production and marketing e } ' m4 ed 1 een 
decline in farm income has resulted iron aA nun ber of factor in a oi 
duction stimulated by the farmers’ response to the requ for increased prod 
tion The willingness and ability of the American farmer to produce abu ‘ 
in any emergency has resulted in the same probl st as fa 
all such emergencie 

The greatest need of American agriculture is mar » 4 eit 
produced. We recognize that the support prices wl ‘ ave used have mate 
rially reduced the markets for product 

American agriculture ha ade great p ! the field 
distribution and marketir a ot kent pn ‘ ; i tk 
research in production must continue, a greatly te rT rogra 
distribution and marketing must be applied 

The objective ‘ ek f agricu 
] Freedo yf far re t . 
or control by G 
2. A bala ! purcha | rfor ' 
) labor, busine ul ’ 
>. A farm progran | ‘ i 
’ \ Corl tT ( } I 
our soil, water, forest i iT eral re 
’ \ program that will ourage and ens ita 7 
farm ownership. 
6. Promotion of abu i agricultural | 
destruction of rpluse 
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From time to time we will expect to discuss with this committee, 
and other Members of Congress, our total broad agricultural and rural 
policy. For the time being we will seek to confine ourselves to the 
subject matter and the purpose of S. 3052 which is designed to place 
legislative interpretation on the President’s message of January 11 
1954, as we understand it. 

We would like to express vigorous approval of the commodity-by- 
commodity approach. 

The provision for substantial commodity set-aside is predicated on 
a recognition of the fact that no program which places substantial 
emphasis on incentives of private trading operations, and individual 
incentive toward efficient utilization of resources and skills by farm 
people of this country, would have any reasonable chance of immediate 
success, insofar as achieving stability is concerned, without effective 
insulation of a substantial quantity of the present stocks now on hand 
The set-aside has the vigorous endorsement of the Grange. We 
concede that it is unrealistic to presume that we will be able to fully 
insulate the market from the effect of these stocks currently held. 

But it must likewise be conceded that our agricultural and total 
American economy must, insofar as is possib le, be insulated from the 
sharp and possib ly disastrous effect of this sort of supply on market 
prices. It was for that reason that the Grange vigorously supported 
adequate and necessary provision for increasing the capital structure 
within which the Commodity Credit Corporation can operate. But 
this fact in itself is compelling reason to begin such gradual modi 
fication, “such aenee as experience indicates is needed,’”’ in the 
language of our statement above, as will at least tend to eliminate the 
probability of our having to ask for repeated increases in the capital 
structure of the Commodity Credit Corporation. 

We need once and for all to understand and emphasize that th 
Commodity Credit Corpor: ation was conceived, and the Grange has 
supported it, as an agency for supporting prices. We have never 
envisioned it as an alternate market for American farmers to an extent 
that substantial subsidy payments, up to 25 percent or more of the 
total value of a given commodity, must be taken from the Treasury 
of t the United States in order to gain access to the markets of the 
world, for natural or normal exports such as American wheat and 
cotton. Neither is it sound to permit the Commodity Credit Cor- 
poration to become and remain a channel through which highly 
nutritive and economically important products of American agricul- 
ture are progressively withdrawn from the normal market and taken 
out of the reach of the tables of American consumers over a period of 
years. 

We not only approve, but we are prepared to support specific 
measures to reduce or dispose of these commodities thus set aside 
after the manner provided for in this een, 

As is indicated by our statement above, the Grange is opposed to 
complete adherence to the so-called flexible scale for price support 
policies as embraced in either the act of 1948 or 1949. We believe 
that the sort of flexibility that is needed in our price-support program 
is a flexibility that is largely dedicated to market expansion. ‘This, 
in &@ great many instances, means a lower level of price support. 

At the time of enactment of the 1949 act, the Grange supported 
that legislation. But the conditions of today, most especially the 
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total visible supply, are far different. Even granting partial success 
of the insulation provided by this bill, some rather abrupt change in 
the price-support policy is sure to result at a time when price supports 
in themselves are more definitely needed than they have been since 
1937 and 1938—just prior to the influence of the outbreak of World 
War IIl—are sure to result under the provisions of the 1949 act. 

It is inconceivable, in our opinion, that markets can be expanded 
either domestically or abroad sufficiently fast or in sufficient quantity 
to prevent a rather substantial decline in the total agricultural 
income of this nation, at a time when we as Americans are face to 
face with a real challenge as to whether, for the first time in our long 
history as a Nation, we can successfully move out of a period of 
war-born inflation into a period of relative stability and prosperity, 
without first going through a recession or a real depression. 

We in the Grange are optimistic about the prospect of prosperity 
for America and her agriculture, as a long-time goal or proposition 
We do have some serious misgivings, however, as farmers, as to the 
more immediate future in view of present circumstances, wherein our 
agricultural income has declined rather steadily since mid-1952 while 
our production and operating costs have continued to rise. 

We believe firmly that under the pres t circumstances continued 
adherence to the wartime provisions of the so-called Steagall am: 


ment are not only expensive to all of us as American taxpayers but 


are indefensible from the standpoint of their ineffectiveness in achie 

ing or providing for agricultural prosperity Ve further believe that 
the continued provision of that level of support in the case of several 
of these commodities will do great damage to the economic itus of 


substantial numbers of American farmers. On the other hand, we 
have no faith that broad adherence to the schedule of price supports 
as provided in the act of 1949 under the present circumstances will 
serve well either agriculture or America as a whole. 

As we interpret provisions of the legislation and prospective effects 
there is no assurance that American farmers can again become com- 
petitive in the case of natural or normal export products in the marke 
of the world. 


For the past 10 years prior to mid-1952, we enjoyed an artificial 


export market which was the result, to a large degree, of our various 
military and foreign assistance programs, under which we provided 
the funds for over half our exports 

That period has now largely come to anend. If we are to con 
to export wheat and other agricultural commodi which we 
the capacity to produce in quantities substantially in excess of dom 
requirements, we must readjust our agricultural price-support 
We must face up to the fact tha under current progr: 
established prices above world prices, prices WI! L al i 1 LO 
domestic economy and which are related to ul strial prices 
We have priced ourselves out of the world market he result is we 
either pile up surpluses or subsidize exports, and actually wt 
doing both 

The best current example of this is what | Happ ing to 
Our support price today is so far in excess of world prices 
are compelled to pay a subsidy of 62 cents a bus! on the int 


market price, which itself is well below the loa 
still losing our export market. Such a situation obvious cannot 
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continue indefinitely We must he realistic We must develop a 
system whereby we can maintain domestic prices close to the parit 
level so that farmers will be treated fairly in relation to the prices 
of things which they bu At the same time we must have a pro- 
oram under which farmers may continue to produce for the « port 
market and compete at orid prices 


The solution that has been proposed in certain quarters is that thi 
1 


] j } } } 
flexible provisions of the price-support law should be allowed to go 
| 


into effect and let the support price vary between 75—90 percent of 


parity in relation to suppl) We do not think that such a proposal 
is adequate Again, let us take wheat for an example With a 75- 
percent price-support level for wheat we still would not have a pric¢ 


which would be low enough to permit wheat to move into feed use 
or export markets without some kind of a subsidy 
Furtl ermore, income to the tarme! vould be substantially reduced 


without there being anv reduction in the retail price ol food items 


proce ssed from whe at or increased consumption because the value 
of the raw material in the end-food-items is so small In addition 


even with a 75-percent support level we would still be faced with a 


production substantially in excess of domestic needs if rather rigid 
controls were not applied. 

What then is the solution? We are convinced that there is a sound 
and sensible approach for these substantial natural export crops 
That is a two-price or multiple-price system. Such a system has 
many advantages over either the present program or the program 
suggested by the administration. Under the two-price system: 

(1) Income to farmers would be as large or larger than under either 
of the other programs. 

(2) Production controls could be either entirely eliminated or 
greatly minimized, following the transition period 

(3) Greater efficiency in production could be obtained and better 
farming practices developed. We could have normal rotation and 
fallowing 

(4) Farmers could compete in the world market without a subsidy, 
thereby greatly reducing the costs of the program to the taxpayer 

(5) Government activity in buving, warehousing, and selling wheat 
in competition with private enterprise would be greatly reduced which 
would result in further savings to the taxpayer. 

6) Consumption of wheat could be substantially increased through 
new outlets, new markets, and new uses 

In short, the major possible benefits of both the high and the 
flexible support program could be combined with a minimum of thi 
dangers or evils of either. I cite for example, Mr. Chairman and 
members of the committee, the comment of some of our farm friends 
out in the Pacific Northwest when they pointed out that it was 
lm perative that some provision whereby they could economically us 


wheat as feed out there and thereby eliminate the necessity of paving 


a thousand dollars fre oht per car on feed from the Midwest, is essen- 
tial to their own econom) As a far! producer, | am not concerned 
at least with anv fear of « mmpetition to the feed grain belt on that 
thing. If we will constantly keep in mind that the economic welfar 


of anv given segment of this country is going to increase the tot 
national income, I think we can always be less disturbed about the 
effects of con petition 





been used in a W to obtain ben f | 
never been buil isan ly ir pD ) ! ! 

L would like to add that it ny idgmel the so-called twe 
price programs that we ha ised up to now h the mo art 
not only been a& one-price-pius-a LDSIay pre I hev have | n 
used as a desper i1t110n sort ol progra oO in oO ot troub!l 
once we get in [ envisio1 h ound kind of a O-price approat h 
not as a solution for our present circumsta Ln ion. That 
J think we have alre ady ouched pon Bu a preve ion of th 
accumulation of surplus pile number two if wi cceeded in our im 
mediate approach. 

When we recommend a two- or multiple-price system we refer t 
a plan whereby farmers can receive parity (or 90 percent of parity, 
or whatever fair level is determined) for the portion of the crop ri 
quired for domestic use and which would pert free movement int 
foreign trade at competitive prices 

We have rigidly guarded against getting oursel' married to any 
particular level of high support, because there may need to be flex 
bility in that determination if and when we ever agree on the sound 
philosophy of making a two-price approach in the first place. Neither 














have we completely allied ourselves with any one of the some 200 sets 


of mechanics or 1deas of motivating a two price pro 





We think there is a lot o irtue in all of th 
on the soundn: ss of the fundamental propos 
have a basically sound mo and econon i 
in the nature of an At n price level for th 
America, but tha by the sam oKken we 
farmers to ask th taxpa of this Natio 
on that which goes nto tore n commerce a 
richt to withdraw from th art s of t] or 
program I think somewhe we can f i 
together the rights and mechani to ¢% oO 

We realiz however, that the hig O! 
the sizable surpluses, that it would e 
from om program to another ov rht and 
Wi believe that we should fir t tr mtatwo 
the problem of wheat seems per irl ) 
a two-p! re syst id beea ro ers 
vreater study and are more familiar wit! 

Kven so. some kK a tf a transitional prore 
orderly adiustment of the level of w t prod 
prices to conditions more neat ) ching 
be necessary Such 9 Ttransiftio | pro } 
effectively, utilizing the princip! Ne 
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And most important of all, farmers could be compensated at American 
price levels for the portion of the crop consumed domestically without 
destroying our foreign market or tapping the Treasury of the United 
States to sustain it. 

We believe that an Agricultural Act of 1954 should provide authori- 
zation to the Department of Agriculture to prepare and submit for 
referendum determination, at the time of the next referendum on 
marketing quotas and acreage restrictions, a wpuaie and effective 
two-price proposal under which producers of wheat—a comparab le 
proposal might well be authorized in the case of pone and also in the 
case of rice—may vote on the matter of confining governmental price- 
support operations to the domestically consumed portion of their 
product, permitting any amount over and above the domestically 
allotted portion to move at competitive prices in the markets of the 
world. 

Under only such restriction as would prevent unreasonable and 
dangerous consequences to the markets in the world through such 
program, carefully and wisely conceived and administered, used in 
connection with the commodity set-aside and the surplus-disposal 
program, embodied in this act, it should be possible to reestablish a 
fair and normal ee of the world’s markets without committing 
economic aggression on the producers of other nations. 

As we see it, provisions of S. 3052 offer no assurance of our ability 
of preventing the building up of pile No. 2 in the case of these export 
commodities even if we succeed in disposing of the present stock. We 
are, therefore, faced with the necessity of choosing between a program 
of making provision that in no case shall a price-support level in this 
country, over any substantial period of time, be above the level of 
the world market—which in our opinion means no effective support 
at all, or doing something of the type and nature of the kind of 
two-price program herein recommended. 

It seems reasonably clear that the value of the National Agricultural 
Advisory Commission and of the several commodity advisory com- 
mittees has been effectively demonstrated. We believe, therefore 
that the Congress should give due consideration to the desirability 
of giving this advisory commission and these commodity advisory 
committees such legislative status as would make it possible to 
legally reimburse the members of these advisory groups for their 
necessary expenses plus a reasonable per diem. 

This is a valuable potential mechanism through which we may be 
able to utilize the best and most constructive thinking available to 
reconcile differences of opinion and divergent viewpoints—a truly 
democratic sort of procedure. There is, of course, strength in diversity 
of opinion and diversity of viewpoint, but the inability of our own 
organization and other farm organizations or groups, to reach agree- 
ment more often than we have done in the past, must at times pose 
quite a problem to those of you charged with responsibility of making 
final decisions legislatively. The potential value of this advisory 
commission and advisory commodity group approach from an admin- 
istrative point of view is even greater in our judgment than it is 
from the legislative point of view. We urge members of this com- 
mittee, known friends of agriculture, to give due consideration to 
recognizing that these individuals participating in this advisory 
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capacity are truly public servants and that, therefore, authorization 
of modest provision to reimburse them is in orde! 

Another shortcoming of S. 3052, as we see it, is in the insufficient 
recognition given to the so-called diverted acreage problem 

The CuarrMan. May I explain, Mr. Newsom, as I have had to 
with every other witness so far, that was inadvertent that that pro 
vision was left out of the bill. It was not left out of my résumé of the 
bill given on the Senate floor, however. But it was a case of hurrying 
the bill and working into the nicht to get it y and leaving out 
one of the most important features of it. 

Mr. Newsom. We hasten to explain, Senator, that that was not 
meant to sound too critical It was only a statement which we wanted 
to use as a vehicle to say something else that we believe 

The CHatrMan. That is one phase of the farm program which |] 
think all witnesses up to the present time have agreed on. Something 
must be done about diverted acres 

Mr. Newsom. We certainly agree on that concise statement that 
you just made We may be in some disagreement with some others 
as to what it is, as we sometimes are 

This problem arises from the obvious necessity—at least for some 
period of time—of restricting the production and marketing of price- 
supported commodities. To truly qualify for the title of Agricultural 
Act of 1954, S. 3052 should certainly recognize and deal with this 
matter. 

We believe this legislation should make ample provision for speedy 
completion of the land capability classification program, now approxi- 
mately one-third completed insofar as farmland is concerned. This 
work is going too slowly. The one-third completion has required 
approximately 18 years by the Soil Conservation Service 

We are convinced this land capability inventory can be completed 
on most of our farmland within 5 to 7 years at a probable cost of 
approximately $85 million or less The net additional cost, over and 
above what we are already spending for this work, would be about 
$13 million a year for 5 years 

The approximate 500 million acres of farmland for which we 
urgently need capability information could be classified at a cost of 
somewhere between 12 cents and 15 cents per acre. With this capa- 
bility information, it would be possible to approach the problem of 
making production adjustments with a much more reasonable degree of 
intelligence, especially with regard to our land. It would give us a 
sound guide, for example, on what to do with acreage diverted from 
such crops as corn, cotton, and wheat. It would help us get such crops 
off submarginal cropland and into grass and forage crops. 

After all, the only really legitimate economic justification for cut- 
backs in production, insofar as acres of land utilized is concerned, is 
adherence to a sound land-use program, using each acre so as to provide 
the greatest economic benefit or value to the landowner, and to his 
Nation. Under this sort of program it would be possible to establish 
a sound relationship between wise land use and the benefits of a price- 
support program. Under certain circumstances it would obviously be 
desirable that class 4, class 5, class 6, and class 7 lands should not be 
used for the production of commodities in seeming excessive supply, 
and have the producer qualify for the benefits of a price-support 
program. 
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It might likewise be possible to encourage or stimulate the building 
of a really valuable bank of soil fertility and improved soil structure 
under the same sort of program. The Grange firmly believes that 
this sort of an approach to the production adjustment and diverted 
acreage problem is long overdue because it would strengthen our total 
agricultural policy and build toward the greatest possible economic 
value under any conceivable circumstances of the future. We should 
recognize that the actual record of our haphazard efforts at reduction 
in acreage has been of questionable value to Say the least This is 
most likely true because there has been no sound physical or economic 
foundation for it. It was conceived in an emergency situation and 
was not the result of careful, intelligent preparation and planning, 

We have had specific questions concerning our position with regard 
to the proposal for increased discretionary de termination in the matter 
of price supports for several commodities, and more especially con- 
cerning the proposal for supporting wool prices by production pay- 
ment methods. Assuming reasonable utilization of the advisory 
commission and commodity advisory committees’ approach, we 
believe that the additional discretionary power is wise. 

On the matter of production payments, the Grange has long em 
braced this particular mechanism in its so-called stock of remedies 
We believe “7 wool is certainly an outstanding mnninetien of how 
this method of administering a price-support program is highly de 
sirable. It ues & minimum disruption of norm: as mi arket ing pro- 
cesses, demmaniouiia and internationally. 

There is substantial indication that we need time to buy a prob- 
able desirable ane in volume of production here. We cer- 
tainly need time to realistically analyze the comparative longtime 
efficiency of produc hon of our own producers and those in the rest. of 
the world, as well as the long-time national interest in the possible 
maintenance of a given level of production in the United States. 
This method of support will obviously give us opportunity to do all 
these. 

While we are basically enthusiastic about the general direction of 
providing for some flexibility in our support-price levels, in order that 
we may utilize price variation and fluctuation to help achieve balanced 
production within agriculture in line with market demands, and move 
towards reasonable balance between supply and demand, we are less 
enthusiastic about the degree and the speed of downward adjustment 
in the support levels as provided in 5. 3052, as we understand it, 
than we were of the vigorously spelled-out policy and gradualism as 
we understand it in the President’s message of January 11. 

We would urge the Congress to make relatively certain that the 
downward adjustment of price support levels be much less drastic 
during the next 2 years than the testimony thus far has indicated 
would likely result from the provisions of this proposed legislation. 

There is no willingness, let alone desire, on the part of most of our 
farm people to permit the Commodity Credit Corporation to continue 
in its present role as an eventual marketing place for vast quantities 
of American agricultural output. As farmers, we therefore recognize 
the necessity of downward adjustment in support levels. To permit 
drastic downward adjustment, however, prior to vigorous efforts and 
opportunities to provide for such expansion in markets as would 
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balance the downward adjustment 

the continued, even peeded, down 
Karmers have more fixed 

tively high American level 

less independent, and mor 

economy and its price anid 

The problem of movin 

price supports as ® source 

circumstances mito ww reile 

both domestically and abro: 

will recognize the proper 


ey he fraught with the same! 


“aus is our total national pre blem of 1 oving iro 


inflation to a period of pout predicated on | cetime { 

We of the Grange conceive that ours is the necessity, therefore 
providing ways for increased reliance on competitive efficiens 
gradually and with the least amount of economic disturbance possible 
Nevertheless the direction must be positive and unmistakable 


We subseribe wholeheartedly to the definition ol lib ral 


was laid down by the President in Springfield, Mass., la 
He described liberalism as the belief that 
each individual, however humble, has greater knowledge in deter 
welfare, than any government however great. 

In acceptance of this statement as an axiom upon which govern 
mental principles and policies must be established, it becomes im 
perative that we seek to eliminate restrictions and increase the freedom 


of flow of the roods and services, the pro hue ts of ( yple evervwhere 


The removal or modification of protective device 1 as iture 
elsewhere in the economy must be cautiously 
primarily, if not almost entirely, predicated on the 
sion of markets and a successful stimulation of commerce 
The hope of the enemies of expanded free 
perhaps best typified with a statement made by 
before his death: 
The disintegration of the world market 
bring about a deepeni: risi 
The terms of the economic conflict in which we ar 
Even in the face of real need for effective price support 
not permit their operation Lo prevent expanding tri cle 
From our agricultural pr int of view it em leg hy 
expanding trade we in American agricultu 
restrict our total output {to ! iu 
percent This would obviou ly | 
but to the total economy That 
put emphasis—-vigorous emphasis 
offer promise of succes in the di ect 
increased trade 
We are not prepared to take vigorous 1 
the prospective legislation which clear! ror 
discretionary power ove! the level of pric pport as a lonet 
tive. We believe the ( ‘ongress and the Am«e rican farn ers hould hav 


reasonable assurance, howe ver, that present sto¢ ks and supplis 
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and that reasonable time will be provided for the vigorous pursuit of 
the measures herein provided for, for disposing of those stocks before 
any substantial downward adjustment in the level of supports is 
administered. 

On the other hand, we believe that it is entirely clear that the pres- 
ent program, that of all the years since World War I, has clearly 
proven itself incapable of sustaining agricultural income, at times 
when there has been a real need for such sustaining influence. It is 
clear, therefore, that our reliance on the present program, or any 
foreseeable modification thereof, must be for a limited time, and that 
we, therefore, must speedily make provision for the type change in 
amendments which we have suggested above. 

To the extent of our ability to expand or further develop those 
changes, we pledge our best efforts. 

Now, Mr. Chairman and members of the committee, I would like 
to say in pledging our best efforts that, in the event you find some 
interest in any 1 of these 2 or 3 broad, general propositions that we 
have laid down, I would like for you to know the people who are 
pledging their best efforts, in other words, my coworkers; some of 
them are with me. If it is in order, I would be glad to introduce 
them to you. 

The CHairMan. We would be glad to have them come up here if 
they can help you in answering questions. I would first like to ask 
you about your proposal for taking land out of cultivation. I realize 
the desirability of it, and the even greater desirability of never having 
put some of it under crop systems. But it would be inevitable that 
there would be a large number of farmers whose land conditions would 
be such that it would not be desirable in the national interest to let 
them crop enough of that land to make a living. Have you thought 
as to what you would do with them if, in the national interest, of 
course, they were deprived of the right to produce enough to support 
their families? 

Mr. Newsom. Yes, Senator, we have thought about that at this 
time. I think it would be most appropriate to introduce as one of 
our consultants on the staff, Gordon Zimmerman, whom | suppose 
most of you will recall. 

The Cuarrman. Mr. Zimmerman, will you come up here? 

Mr. Newsom. He worked for years with Dr. Hugh Bennett in 
Soil Conservation Service. I sometimes steal other fellow’s ideas or 
borrow them even to a greater extent than I know. It may be that 
I have done that in this particular subject matter. Mr. Zimmerman, 
I expect you are better qualified to answer the question of the chair- 
man than I am. 

The CHarrMAN. For instance, in certain parts of the West, farms 
which have been built up since World War II have a high enough 
elevation so they are not adaptable to irrigation and low enough so 
they do not get the rainfall. They have been fortunate over the last 
few years. Yet everybody realizes that 2 or 3 dry years would wreak 
havoc with them, and in reducing the amount of crop acreage, 
it would be logical to take large areas of that land out of production. 

What would you do with the people who have built their homes 
there and have been very successful over the last few years when 
they had had good weather conditions? 
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STATEMENT OF GORDON ZIMMERMAN, CONSULTANT TO 
NATIONAL GRANGE 


Mr. ZimMeRMAN. I take it, Senator, these changes could nev 
made very speedily, and that under the circumstances of the wat 
the crises that we have had, these development 
taken place and that adjustments in the nature 
help them locate elsewhere suitably would be in 

The fact of the matter is, the land you speal 
nature and | take it we will have to return to that 

The CuHatRMAN. You would then have to r 
resettlement program? 

Mr. ZimMERMAN. | do not see any other alternative 

The CuHarrMan. That is all I have to ask on that question. My 
other question is, Would you provide a support price for export wheat 
in using wheat as an example? You might use any other commodity, 
but wheat is the one that people have in mind when they think of 
the two-price system these days 

Mr. Newsom. Mr. Chairman, | want to answer part of that 
question for myself, but because of the fact that another one of our 
consultants is Joe Parker, and Joe has worked with us on the develop- 
ment of this proposal, I would like to introduce Mr. Parker at this 
time. He may want to comment on my own answer or expand on it 

As we tried to say even in this short treatment of the subject 
matter in this statement here, however, it is our feeling that in this 
period of trying to move out of the area wherein we have 800 millior 
or whatever it is bushels of wheat in excess of market requirements 
now, we would probably have to do it by lowering the support level 
on the total volume gradually, and at the same time maintaiming a 
support level on the total volume until we can get out of this present 
circumstance. 

Eventually our end objective, when we get our own bulk into 
manageable proportions so that there will not be the real threat of 
economic aggression on wheat producers and the rest of the world, 
we would propose to have the nondomestic quota wheat move at 
competitive prices. That may not be a completely full answer to the 
statement. 

The CHarrMan. Assuming that there is no increase in the allowance 
for a normal carryover of wheat—by the way, the administration 
does recommend an increase—and assuming that we set aside 500 
million bushels as recommended as a maximum by the President 
that would provide that the Secretary must then for next year fix a 
support level for wheat between 82 and 90 percent of parity It 
also assumes that the Congress does not make any provision for varying 
the support level according to the quality of the wheat 

Do you think that a reduction from 90 percent to a range of between 
84 and 90 percent would constitute an abrupt drop in supports? 
What would you consider reasonable? 

Mr. Newsom. That would depend on the particular mechanism 
which might be invoked. I think it is fair to assume that one of the 
most popular mechanisms among the wheatgrowers is the certificate 
plan, and that it might be invoked to provide a differential payment 
above a relatively low level of support broadly, and the desirably 
higher protected level for that portion which is consumed domestically 
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Then I think that a drop to 82 percent would certainly not be too 
abrupt under these circumstances. Mr. Parker, do you care to 
enlarge on that? 

The CHarrMANn. Mr. Joseph Parker is not unknown to the members 
of the committee he re, har ing S¢ rved as counsel of the House committee 
for many years. 


STATEMENT OF JOSEPH PARKER, CONSULTANT TO THE 
NATIONAL GRANGE 


Mr. Parker. My own comment with respect to your question, | 
think, really boils itself down to the question of how much income can 
farmers stand to lose? They will stand to lose a considerable amount 
of income by the re duction In acreage its lf If you r duce the support 
level abruptly in the first year by whatever amount you reduce it, 
you will add to the diminution that is taking place in income. I think 
that is the heart of the question 

The CHAIRMAN One other qu ‘stion, and then I am through and | 
will give the rest of the committee members a chance. If we set asid 
500 million bushels of wheat, we still have 350 million bushels left on 
the Ist of July. That is not a tremendous carryover as far as we are 
concerned. If we start moving that onto the world market at the 
world market price—which I assume is the price that we can get on 
the world market—would that not have the effect of forcing the Cana 
dians to release their tremendous pent-up supply of wheat, which 
amounts to some 700 million bushels at the present time on the 
market at a lower price, too? 


Mr. Newsom. There is no question about that. That, of course, 
is the situation that we just must be completely aware of, and we have 
no right to permit that sort of thing to happen. I have been em- 
barrassed, as I am sure the members of this committee have been 


embarrassed, by some good, legitimate questions from some of our 
friends abroad. The Secretary of the Australian Dairy Association, 
who was in the office just a few weeks ago, was deeply concerned about 
what we might eventually do with our stock of butter and what they 
invisioned as a dumping program that would destroy the market that 
they have built up while we were withdrawing ourselves from the 
market. 

Now at the National Farmer’s Institute, | heard our good friend 
Bill Parker of the Manitoba wheat pool say, that as a western 
Canadian wheat farmer he was prepared to compete with the United 
States farmer or the wheat farmer anywhere else in the world. If he 
could not, he had better get a new job. But I respectfully submit 
to you, he says: 

I do not feel capable of competing wit e collective ver of the American 
taxpayers as represented through the Uni States Treasury Department under 
the present high support program, plu 

So we must recommend every one of those things. I assure vou, 
Senator, that I think we are pretty conscious of the danger of complete 
disruption of the world market if we do not move with real caution 
as a result of international conference. 

The CHatrMan. That is, Canada has exercised considerable 
restraint in placing her wheat on the world market. 
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Mr. Newsom. It is my judgment she has 

The CuatrmMan. Is it not entirely essential that we work \v 
closely with Canada in feeding our supplies onto the world market 
make sure that we do not start something which might result 
wrecking the economy of both nations? 

Mr. Newsom. It certainly is lt is for that reason that we thinl 
in this what we call a transition period between where we are and the 
ultimate of a sound two-price, longtime program that we envision as 
being desirable—that we are going to have to combine the process of 
acreage control and marketing quotas horizontally in order to et 
the benefit of even the low or the stop-loss support level for the time 
being. But that, in minimizing the necessity for an « xportin ubsidy 
to get that low or stop-loss level, we are entirely justified im trying 
to superimpose a certificate plen for providing a relatively high 
percentage of parity on that portion which is consumed in the domestic 
market. 

We have reason to believe—we think we have reason to believ 
that American consumers will recognize the justice of that sort of a 
program. We believe that some ot the campaign to disc redit a real 
honest-to-goodness two-price approa h in which the one-price-pius 
subsidy proposal has been confused with what we call an honest 
two-price approach—we think it has been predicated on a lack of 
complete understanding of the sound objective that we seek 

The CuatrMan. | do not want to ask any more questions 

Senator JoHNsSTON. So, whatever we do, we have to keep in close 
contact with Canada. She also has such a surplus of wheat that we 
must work in close contact with her 

Mr. Newsom. We certainly do, Senator 1 would like to amend 
that by saying that I have little patience with what | think has been 
the isolationist policy that this country has followed for 25 years | 
think we ought to work in a little closer harmony with a lot more of 
our friends around the world on this type of problem than we have 
We have proceeded too long on the assumption that we can insulate 
ourselves economically and we only have to be internationalists when 
it comes to military or political consequences 

Senator JOHNSTON. Canada is so close it is almost a part 
United States when it comes to marketing wheat and thin 
sort. 

Mr. Ny WSOM Keonomically, ves 

Senator JOHNSTON. There is one other question I want to have some 
light on and | think we ought to be thinking about. If we lay as 
say, 500 million bushels of wheat, we are going to have to have som: 
where to put it. We might just as well be facing that If we do 
we do not want to take up all the granaries in places where the wheat 
growers will have store their wheat when it comes in We hi 
to watch that, too. Is that not true? 

Mr. Newsom. I am afraid it is 

Senator JoHNsTON. It may become a great problem. We 
begin looking forward to trying to relieve that situation as much 
possible right now; do vou not think so? 

Mr. Newsom. As you perhaps know, Senator Johnston, a real 
vigorous effort in that direction is being considered at least in the 
meeting at Omaha next week. We have asked all of our State Grange 
masters within any reasonable traveling radius of Omaha to attend 
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the meeting which was called by the Secretary. I am not indicating 
that those of us who are not going to the meeting must not be con- 
cerned about it, but 1 am saying I think we can take some hope out 
of the fact that obviously the Department is trying to make an 
a approach to the situation. 

The Cuamman. We have made much better progress in that respect 
than the Canadians have because this last year we have made provision 
for in the neighborhood of between four and five hundred million 
bushels of new storage. If you live near the Canadian border, as |] 
do, and listen to the Canadian radio every morning, you realize that 
they have a much more difficult problem than we have because they 
are really short, of storage. Senator Young? 

Senator Youna. They do have some advantages. Right now trucks 
are plying constantly between Canada and North Dakota, bringing 
across barley and rye to further depress our prices and overtax our 
storage facilities. We already have big surpluses. Too, the Cana- 
dians have many advantages we do not have. Their freight rate is 
actually 3 percent lower than it was in 1897. That is, so far as farm 
commodities are concerned. It is only 39% percent of United States 
rates. They have lower taxes and lower wages. They do not have 
all this tremendous expense of foreign aid or mutual assistance pro- 
grams. 

Mr. Newsom, I want to commend you for an excellent statement. 
There is a lot of good horsesense in it. 1 want you to know that, even 
though you have not got a single member in North Dakota, a very 
large percentage of our people believe in the two-price system despite 
the fact that both the Farmers Union and the Farm Bureau have their 
own programs. 

Mr. Newsom. Which does not embrace a two-price system, I am 
sorry to say. 

Senator Youna. There is a lot of sense to it, I believe. For ex- 
ample, last summer wheat got down to 79 percent of parity. Right 
now it is only 83 percent of parity. But still you say under the Inter- 
national Wheat Agreement it represents a subsidy of 62 cents a bushel 
to meet the International Wheat Agreement price. I think you are 
using the figure from the year before, however. I believe during 
recent months the difference between the $2.05 which we agreed to 
in the International Wheat Agreement and the actual cash price 
would be somewhat less than that; would it not? 

Mr. Newsom. Actually, as I understand the situation last week, 
Senator Young, we are paying 62 cents subsidy on wheat exports now, 
regardless of the International Wheat Agreement—right now. 

The CHArRMAN. You are referring to subsidy on shipments outside 
of the wheat agreement, I think, Mr. Newsom, which in some cases 
amounts to 74 cents. From there it varies down to 50 cents. I pre- 
sume 62 is roughly the average. 

Mr. Newsom. As a matter of fact, our feeling right now is that the 
International Wheat Agreement is nonoperative, of course, by reason 
of Britain’s nonadherence. 

Senator Youna. If we were to set a domestic price in this country 
low enough to permit us to export much more wheat to Europe, I am 
afraid it would have to be awfully, awfully low, probably something 
like 50 or 60 percent of parity. Certainly 79 percent of parity did not 
help exports very much. I think sooner or later, if we want to dispose 











GENERAL FARM PROGRAM 269 


of our surpluses, we are going to have to devise a means whereby we 
can dispose of some of our surpluses on a world market. I would not 
think that there would be a serious objection from other food-exporting 
nations to our disposing of our surpluses on the world market at the 
world market price. 

1 can understand the Canadian situation. Certainly we do not 
want to dump our surpluses in foreign countries, but I think a pro- 
gram can be worked out along the line the Grange proposes whereby 
we can sell somewhere near the world market price. 

Mr. Newsom. We have every confidence that we can do it if we 
just get a widespread enough agreement on the desirability of doing it 
that way. 

Senator Youna. Just one other question. You made some refer- 
ence to these advisory committees. I think they are highly desirable, 
but do you not believe, though, that the position taken by a com- 
modity advisory committee should be known to the public. For 
example, now I understand that Secretary Benson’s wheat advisory 
committee had recommended a two-price system. I do not know for 
sure. ‘They may have recommended something else. But we ought 
to know here on this committee what the recommendation was of 
the wheat advisory committee. 

Mr. Newsom. That, Senator Young, gets to be a pretty involved 
sort of an argument and gets down to the fundamental objective and 
purpose of the advisory committee. As I assume all of you know, 
the bipartisan agricultural advisory commission, at least so far as | 
know, was the brain child of my predecessor, Albert Goss. ‘There 
was a time when the Grange proposal for an advisory commission 
involved public reports, reports that would be made to the Congress. 
We passed from that stage, from that philosophy, to the philosophy 
of having the advisory commission be strictly an advisory and not 
an administrative affair. By that I mean to say that we decided that 
there was really grave danger in these public reports because it might 
relieve the Secretary of Agriculture of certain responsibility. 

At the same time it destroyed some of his authority in the final 
analysis for making the decisions. So we deliberately moved in the 
direction of making them clearly advisory to the Secretary of Agri- 
culture. I do not think there is too much of a secret about the content 
of their recommendations or the purport of them. 

Senator Youne. Would you like to give us some information on the 
Wheat Advisory Committee on what their report was? 

Mr. Newsom. I do not know that it is appropriate for me to have 
said even what I have said, but I know a great many of the members, 
practically all of the members—I guess literally all of the members of 
the committee. I know that without exception they were in favor of 
a two-price program in wheat. I can say to you further, without any 
fear of violating any confidence, that it was n y pleasure tO sib In a 
2-day joint session between the Corn Advisory Committee and the 
Wheat Advisory Committee out in Chicago, and I began to have some 
fear as to the probable justification of some of the criticism of tl 
advisory approach on the first half day because they seemed | 
far apart as the poles. 

I could not help but call to mind the criticism of some of 
temporaries in the farm organization field wherein they said 


going to unwittingly divide agriculture into commodity 
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our faith in the approach was completely justified after the first half 
day because they moved closer and closer to an understanding. Only 
certain modifications of the two-price conception that the Wheat 
Committee had in mind were required to make the thing palatable 
to the corn group 


The Corn Committee, of 


course, Was not interested, and neither: 
are we, In a two-price program for corn We just simply are going to 
have to recognize that this two-price thing has basic application only 
so far as | am concerned now, at least, to what | refer to as our natural 
or normal export crops crops, as | have said, like wheat. cotton, and 
rice, in which we are on the basis of efficiency in production, capable 
of holding our own competitively with the producers in any part. of 
the world 

Senator Young. I want to thank you for vour very frank and help- 
ful answers. You are an excellent witness. 

The CHarrman. I think, Mr. Newsom, Secretary Benson has put 
a great deal of dependence on the advisory committee and has accepted 
their advice. One of the difficulties seems to lie in the fact that when 
the recommendations of any committee reach the top policymaking 
levels, they feel obliged to reconcile them with the operations of other 
departments of Government, and sometimes they get overwhelmed at 
the top policy level, whereas they look pretty good when considered 
from the agricultural, congressional, and State levels. 

But when you get them all together you get the overall problem 
involved. I suspect that the Wheat Committee may have recom 
mended the two-price system. I do not reeall if | ever knew | 
suspect, too, that if they did, it ran into objection from other depart- 
ments of Government. It is necessary to have some degree of unity, 
although that is not always possible 

Mr. Newsom. It certainly is. At the risk of violating a confidence, 
I would say that there is a very interesting story, as | understand it, 
in this particular subject matter. But ignoring that for the moment, 
[ would say that this matter of having to reconcile differences, of 
course, is not all bad. If our ideas are as good as we think they are, 
they will stand up and we will be able to improve them as we have 
to face the objections that are met. I confidently believe we have a 
better conception of how a two-price program can be made to work 
constructively then we have ever had before because of the criticism 
and objection that we have had to overcome. 

The CuHarrMan. In any case, it is not an overnight job. 

Mr. Newsom. No, sir. 

Senator Munpr. Mr. Chairman, I would like to associate myself 
first of all with the comments made by Senator Young about the very 
intelligent and dispassionate approach that the Grange has made to 
this problem of agriculture. I happen to come from a State where 
for some reason or other the Grange has never made much of an im- 
pression, to my sorrow. I think it would be a great organization to 
function in the Dakotas. I belonged to a Grange out there for a 
while in South Dakota, but it graduallv withered, dried up, and faded 
away. 

I do not know whether that is because the Grange has not tried to 
include the great heartland of agriculture out there in its organization, 
or whether perhaps your programs have not appealed to the farmers. 
There must be some reason for it. I think it is commendable when- 
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So 1 am saying that certainly under anything like the present cir- 
cumstances, it would just be asinine to lower the barriers and remove 
the quotas and so forth on importation of commodities that are posing 
a real problem and on which we are having to effect support programs. 
But what I tried to say is that we must never lose sight of the per- 
manent longtime objective and must only modify our present pro- 
posal at any given time to such extent as is absolutely compelled, 
seeking always to eventually move toward a sound program. 

Senator Munprt. This is not to be intrepreted as an attack upon 
any present agricultural tariffs or desire to reduce them? 

Mr. Newsom. Not as of now. I firmly believe that it is only 
through expanding trade, if and when we find opportunities here to 
do it, that we can finally approach this thing of providing adequate 
markets and adequate living standards so that we will have good 
customers out of our present poor customers, and all that sort of things. 
Frankly, one of the particular Grange gimmicks of long standing 
that I have a great deal of longtime confidence in, we have deliberately 
left out of here because we thought so far as the immediate situation 
is concerned, these things that we have put in here were more impor- 
tant and we did not want to take any of the attention away from some 
of these. 

Some of these times, Mr. Chairman, | hope to have the chance to 
discuss either with this committee or with some other appropriate 
committee the modern version of the old Alexander Hamilton tariff 
drawback proposition. The Grange a few years ago, when all farm 
organizations got themselves divided hopelessly in the twenties and 
could not agree on anything, was placing too much emphasis for the 
time being at least on the export debenture idea. There is not any- 
thing new about what we have now. It is only a modification to bring 
it up to date to what we regard as the present circumstances. We 
call it now an export-import trade certificate that will seek to use the 
tariff drawback mechanism to provide markets for our potential 
customers in proportion to their ability or willingness to provide 
income for us by giving us a market for wheat for which there was 
otherwise no market. 

I know it is a sound approach if we can ever work it out 

Senator Munpt. On page 10 I am very much intrigued by a state- 
ment, beginning in the first new paragraph of that page: 

We believe that an Agriculturs.| Aet of 1954 should provide 1 
the Depertment of Agriculture to prepare and submit for referendu 
tion, at the time of t ext ferendum ¢ merketing quot 


strictio a | listic l effective t - pric ter 


Certainly I would have no quarrel with any single suggestion con- 
tained therein. It fits in closely with an amendment which | have 
drawn which I have not yet introduced, but which I have discussed 
in different places a little bit to get some critical analysis on it. It 
seems to me that, recognizing as we do that wheat is one of the prob- 
lem children of the present program, one of the big difficulties we 
confront such as cotton—that having established as we have the fact 
that we are not going to use a horizontal approach to agricultural 
problems; we are going to handle the tobacco farmer one way, we are 
going to handle the sugar man another way; we are going to handle 
the wool people a third way, we are going to have to handle the butter 
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people a fourth way or have them go bankrupt; we might well give 
careful thought to what you suggest as to handling the wheat peopl 
and carry out the theory as the tobacco raisers and the Sugar raise! 
and butter producers, the wool men, probably the rice people, hav: 
worked out among themselves a program which is satisfactory, and 
that might be a rood thing to suggest to the “ he at peo] le. ' 

My amendment, coming as I said from comparatively “‘Grang 
South Dakota, did not suggest the two-price system 
although I would certainly support any ide 
chance to vote on it | suggested that when it comes 
the referendum on marketing quotas, acreage restrictions, 
give the farmer a right in the referendum to vote for this present p1 
gram which he has, whatever sharp acreage restrictions are then nm 
sary to manage the surplus problem, as against the applicat 
flexible formula : appeal i! the bill 
introduced 

I would see no reason in 
could not be included 


istered is certainly going 


move in the direction of « 

you would agree with me t 

to vote on a continuation of the program which 
have aright to vote for the two-price system al 
gested by the administration 

Mr. NEWSOM. | would not want to commit 
but I certainly would be glad 
that occurs to me right off the reel 1 
alternatives, you probably will 
growers 1n favor of any on 
subsequent voting or subseque! 

The CHAIRMAN. Have a run 

Mr. Newsom. Have a runoff. 

Senator Munpr. We can recognize, if they 
are voing to be some farmers di Appointed 
concept of majority rule, I think 
fellow producers would go along at 

The CHarrMan. I think that ver 
in a Kansas County this year, conducted 
in which three proposals were submitte 
clear majority as I recall it 

Senator Munprt. If vou have thres 
there might not be But vou could 

The CHarrMan. I will say this As 
supports got more votes than the others, but not 
flexible supports and the two-price system combined 

Mr. NEWSOM. I would like to say in the presen of the cha Lal 
that we will be seeking an appointment with the Senator from Sout! 
Dakota before long. 

The CuHarrmMan. I think the wording of a referendum of that kind 
would be very important. There might be as much difficulty in 
agreeing on the wording as there is on the different systems 

Senator Munpt. I do not think so, if ‘rybody is completely 
honest, which | think they would be ‘ert lv the present system 
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is pretty clear. They know what they have. I know the two-price 
system could be worded pretty clearly, but vou have got that unhappy 
word “flexible” in this other program. You might have a little 
difficulty wording that to make sure what you mean. 

The CHarrmMan. I know something of the work which has been done 
among almost the million members of the Grange this last year. | 
think what Mr. Newsom has presented here this morning represents 
the consensus of opinion. 

Mr. Newsom. We are sure of that, Senator 

The CHatRMAN. You went at it very thoroughly. You worked 
months at it and finally came up with these proposals, which | do 
not think represent completely the thinking of any one of them, but 
represents the composite thinking. In the long run, the composite 
opinion of a million people is probably more likely to be right than the 
thinking of any individual or any group. 

Mr. Newsom. If it is not, we are on the wrong track. 

Senator Munpr. In your studies in the Grange, Mr. Newsom, have 
you come up with any suggestion as to what we ought to do about the 
dairy industry? 

Mr. Newsom. Yes, sir. In general language, again, | confess, but 
nevertheless for whatever value it may have, this is it. I can remem- 
ber well when my purpose in milking cows was to run the milk through 
the separator and market the cream. In other words, the butterfat 
was the important end product for market. I am embarrassed to 
think that we have not yet graduated from the idea that we must 
measure the relative value of your milk versus mine by its butterfat 
content, and the only other factor we give consideration to is bacteria 
content, of course, as you know. 

What I am trying to say is that the real market value you know of 
the product of the dairy cow is below the cream market. We have 
not as yet developed a pricing mechanism that recognizes the funda- 
mental fact that the real product is fluid milk, and that butter is a 
byproduct. Unless or until we move in the direction of recognition 
of that fundamental fact and price butter as the byproduct of the 
fluid milk industry—which it is—then we are not going to be able to 
put it into the proper competitive category with the substitutes for 
butter. 

Getting back again to the Secretary of the Australian Dairy Asso- 
ciation, he said: 

We have found that butter does not have to be priced very close to its 
garine competitor 

We were exporting butter right then to England at better than 50 
cents a pound, and it is selling to consumers at more than twice the 
price that they would pay for margarine. But it will not sell for four 
times what they have to pay for margarine. 

[ think it is just about that simple. But the matter of again moving 
without real economic aggression to the dairv farmers of Iowa, for 
example— Wisconsin is not so bad. You talk this thing over with 
the Wisconsin people, and I think the vast majority of them would 
buy the idea, but they are farther removed from a good fluid-milk 
market in certain areas of Iowa, so they are apprehensive about it. 
We must recognize that it will take us some time yet to perfect the 
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marketing process of this partially evaporated m 
beginning to produce in lowa, thank heaven 

The CHatRMAN. I was just going to say, Mr 
carries a provision for distribution of surplus commod 


butter, to penal and corrective institutions as well as other 


| have received word that the sergeant at arms is looking 
Senator from South Dakota and the Senator from Vermont 


surely do not want to get our butter that way So I think we 


better thank you for your very fine testimony this morning and 1 
until tomorrow morning 

Mr. Newsom. I would like the privilege of mentioning these « 
associates. I see that the Secretary of the Pennsylvania State 
Grange, Collins MeSparran, has come into the room could not 
help but notice him when we talk about milk Dr alverson, our 
staff economist, is with us. I do not believe I ha introduced Roy 
Battles, the assistant to the national master 

The CHarrMAN. We are very glad to have your assists 
this morning. We would like to continue this discussion 
but it so happens that the Senate decided to meet | 


cut us short on time. You have given us val 


morning. 

We will recess until tomorrow morning when we have two groups 
of cattlemen before the committee 

(Whereupon, at 11:45 the committe cessed, to 
10 a. m. Friday, March 12, 1954 
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FRIDAY, MARCH 12, 1954 


Unirep States SENATE, 
CoMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D. GC, 

The committee met, pursuant to -ecess, at 10:10 a. m., in room 322, 
Senate Office Building, Senator George D. Aiken (chairman) presiding. 

Present: Senators Aiken, Young, Thye, Schoeppel, Holland, and 
Anderson. 

The CHarrman. The committee will come to order. We will con- 
tinue this morning with testimony from two cattle producers’ associa- 
tions, livestock being a very important factor of our agricultural and 
national economy. ‘The first witness this morning will be Mr. Floyd 
S. Elliott, of Dalhart, Tex., of the United Livestock Producers’ 
Association. 

Senator Tarr. Mr. Chairman, while Mr. Elliott is being seated, 
I would like to say that the only reason I have not been with you at 
these last days’ hearings has been primarily that the Appropriations 
Committee has been considering supplemental appropriations for the 
Labor Department. This morning at 10:30 the full committee meets 
meets on a supplemental appropriation for the financing of the Mexican 
labor legislation. Therefore, I am going to have to leave you, but 
my interest is here with you and I have been reading most of the 
statements that have been made. 

The CuarrMan. I think everybody knows your interest, Senator 
Thye, and also how impossible it is to be in two places at the same 
time, which most of us are supposed to be. 

Mr. Elliott, you are representing the United Livestock Producers’ 
Association? 


STATEMENT OF FLOYD S. ELLIOTT, SECRETARY-TREASURER, 
UNITED LIVESTOCK PRODUCERS ASSOCIATION, DALHART, 
TEX. 


Mr. Exuiorr. Yes, sir. 

The CHaArRMAN. Can you tell us something about this association? 
I think this is the first time you have appeared before us. 

Mr. Exuuiorr. That is right. 

The CuHarrMAN. We usually ask any new organization to tell us 
something of how they came into being, how they operate, and so 
forth. 

Mr. Exuiorr. Mr. Chairman, members of the Agriculture Com- 
mittee: I have prepared a brief statement and since it is brief, with 
your permission I would like to read it and add as I go along some 
comments. 
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The CHarrRMAN. Can you tell us something of your association 
membership, and how vou came to be organized, where you have 
members, and how vou are financed? I think we like to have most 
associations on record as to who they are and how they happen to bx 
here when we do not have any record on them before. 

Mr. Exxiorr. Mr. Chairman, I am Floyd 8S. Elliott, of Dalhart, 
Tex. | have been engaged in the cattle producing business for the 
past 25 vears. It is my privilege to represent the United Livestock 
Producers Association here at this time. 

This organization came into being on July 9, 1953, as a result of the 
chaotic condition of the cattle industry at that time; and due to the 
refusal of the larger cattle producers organizations to listen to the 
pleas of the small producers for assistance. More than 500 producers 
attended the organization meeting and at the present time we have 
members in Texas, Oklahoma, New Mexico, Arizona, Colorado, 
Kansas, lowa, Missouri, Montana, Nevada, and Wyoming. We feel 
that our organization represents the thinking of the average cattle 
producer in the Nation. 

Senator ScHoepPeL. Mr. Chairman, at this point I notice that Mr 
Elliott has a prepared statement. For the benefit of the record | 
would like to have noted that your organizational date was July 9, 
1953. That is last year. 

Mr. Exuiorr. That is right. 

Senator ScHorpPreL. Actually, how many members do you have in 
your organization? 

Mr. Extiorr. On December 30, 1953, we had 1,262 members in these 
different States 

Senator ScHorepPE.L. In other words, there is a total of 1,262 mem- 
bers? 

Mr. Ex.uiorr. That is right. 

Senator Scoorpret. What kind of an organization do you have? 
Is it a dues-paying organization? 

Mr. Exuxiorr. Yes, sir; it is. 

Senator Scnorpret. What are the qualifications for membership 
in the organization? 

Mr. Evuiorr. A man has to be a cattle producer or connected with 
the livestock industry in some way or another. 

Senator ScHorpre.t. For how many years? Do you have a mini- 
mum to the number of years that a man has to have been a producer? 

Mr. Extrorr. No 

The CuairMAN. You mean you represent packers or commission 
men? 

Mr. Exiiorr. No, sir. 

The CHarrMan. You said connected with the livestock industry 
in some way. What others would you accept? 

Mr. Exuiorr. I believe we have one commission man now, Mr 
Chairman, that is a member of this association. 

The CHairMAN. What dues do you have? 

Mr. Exuiorr. Ten dollars a year. 

The Cuairnman. Do you have any support other than the dues? 

Mr. Exuiorr. We have had some donations from different cattle- 
men over the country. 

The CuairnMAN. You do not accept dues from any other than cattle- 
men? 
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Mr. Exvuiorr. That is primarily our o1 
that if a business firm wanted to donate 
firms that have donated to the association 
The CHairMAN. Those are commission houses 
Mr. Ex.uiorr. One commission he I 
The CHarrMANn. What kind of | 
donate to your organization? 
Mr. Exuuiorr. Different businesses 
one automobile dealer and an insurance firm 
The CHArRMAN. Where were you organized’ 
Mr. Exurotrr. In Delhart, Ts 
The CHarrmMan. That is your home town? 
Mr. Exxiorr. Yes, sir 
Senator Toye. How many States do you have members from, 
Elliott? 
Mr. ELLIOTT. | believe there are 12 of those States 


Senator Tuyr. You mean there are 12 States that you have met 
bership in and you have 1,200 members? 

Mr. Exvuiorr. Twelve hundred and sixty-two, ves, sir 

Senator Ture. Twelve hundred and sixty-two, and you hav 
members in 12 States? 

Mr. Exuiorr. That is right 

The CHarrMan. Texas probably has more members than a Ly other 
State? 

Mr. Exuiorr. That is right. 

Senator ScHorrPrEL. Where is your head office? Do you have a 
secretary-treasurer that we can correspond with or receive informa 
tion from or send material to? 

Mr. Evuiorr. We do have, Senator Schoeppel The head office 
is Dalhart, Tex., and I am secretary- treasurer 

The CuHarrMAN. You are organized primarily for the purpose of 
expressing your views before legislative bodies? 

Mr. Euuiorr. Yes, sir. 

The CHarrMAN. State legislatures and congressional? 

Mr. Exuiorr. State and congressional 

Senator ScHoEpPPeL. I have no further preliminary questions, Mr. 
Chairman. 

The CHairMan. I have no further questions. Now, you go ahead 
with your statement, Mr. Elliott. You understand that all other 
organizations have had to go through this same thing and usually 
more than that. 

Mr. Exuiorr. That is perfectly all right. 

What the average cattleman wants: One, he wants to raise or pro- 
duce all the cattle or livestock that his ranch will produce consistent 
with good conservation practices and market his livestock at a fair 
price that will pay all the cost of operation and leave a reasonable 
profit comparable to that of other agricultural products or in fact to 
other business with the same amount of capital involved. 

Two, he wants to operate his ranch with the least amount of Govern- 
ment control, realizing that should there be a surplus in cattle or other 
livestock he would be willing to submit to Government control of pro- 
duction such as other agricultural commodities. 

The CHarrMaNn. Do you think there should be Government con- 
trols now? 
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Mr. Exxuiorr. We doubt very seriously that there is too large a 
surplus of cattle, but there could be. 

Three, he wants protection from violent price fluctuations, with a 
support price that will stabilize the livestock industry and restore 
confidence in this segment of agriculture so that cattle producers and 
feeders have some basis on which to resume normal operations. 

I would like to add there, Mr. Chairman, we have asked several 
times, especially since the wheat referendum last year to allow us to 
vote on this particular question and see how the rancher felt about it. 

The CHarrRMAN. You mean a vote on whether cattle producers 
would like substantial supports with Government controls? 

Mr. Exuiorr. That is right. 

The CHarrMan. How many cattle do you run? 

Mr. Exuiorr. I have at present about 650 head of yearlings and 
cows. 

Why is the above necessary? One, the drastic drop in cattle prices 
the past 2 years has cost the cattle producers and feeders of the 
Nation from 7 to 10 billion dollars, because they were the only major 
segment of agriculture which was not supported and did not have a 
price floor under their commodity. This loss to the cattle producer 
and feeder will affect the economy of the entire Nation. ‘There has 
been no way that the producer could cut his cost of operation on ac- 
count of supported feed prices, higher labor costs, machinery and in 
fact everything he has to buy to operate his ranch or feed lot. For 
example: The average price per pound gain on an animal after he 
goes in the feed lot is approximately 30 cents per pound to make the 
animal grade choice. 

This animal grading choice sold on the Kansas City market Feb- 
ruary 20, 1954, for $22.65 per hundred; after shipping expense, com- 
mission, yardage, feed, et cetera, the animal would net the feeder 
$21.50 per hundred or a loss from feeding costs of $8.50 per hundred. 
The only way a feeder could hope to break even on this type of op- 
eration is for the feeder to buy the animal at a much lower figure 
than he received for the finished product. 

We realize that the cost of feeding this steer will vary for different 
localities and the availability of grains. 

The CHatrman. How many head of cattle have you run in the 
past? 

Mr. Exxrorr. | have run from 250 to over a thousand head of 
cattle. 

The CHarrMANn. So 650 would be about your normal operation? 

Mr. Exxuiorr. Approximately. It depends on whether | am han- 
dling cows or yearlings. 

Senator ScHorprpeLt. Mr. Chairman, I would like to ask Mr. 
Elliott: I assume you are limiting this to legitimate producers and 
feeders of cattle? Are we together on that score? 

Mr. Extiorr. You mean what am [| limiting it to? 

Senator ScHorpret. In other words, I take it you are limiting this 
or are trying to touch the legitimate operator, the man who is making 
a business of cattle raising? 

Mr. Exuiorr. That is right. 

Senator ScHorrreL. The reason I am asking you that is this: I 
am a westerner myself. My home is in western Kansas. I can take 
you down the main street of many towns and we find operators of 


Se  TE 


GENERAL FARM PROGRAM 281 


drugstores, insurance businesses, implement businesses, automobile 
agencies, and others having gone into the cattle business as a sideline 
because they figured a good profit could be made quick. Many did 
not have too many acres that they actually owned. They went out 
and leased a wheat pasture land, which is all right. I am not against 
it. But a lot of those fellows went into the cattle business, having 
let us say, just a transient interest, and they bought cattle. 

They put them on the wheatlands. They did not have a shred, in 
some instances, of protection for those cattle in inclement weather 
but gambled upon good climatic conditions to carry on down the line. 

I say it in all sincerity—I would not preclude them from going into 
it. You understand what I mean. But I want to know to what extent 
the legitimate operator who has made the cattle business and the 
feeder business his sole business, is represented by your organization. 
Some of those fellows got hurt ‘and some of them wrote me letters, 
complaining that cattle prices dropped because they said we had too 
many cattle and wanted Government help. We had a drought con- 
dition that hit us all throughout that area and forced a lot of these 
cattle to market. 

The legitimate cattleman—by that I mean the man who is making 
it his business year in and year out, although he expects his ups and 
downs, does not like to take this loss but in that business he expected 
to take some. But the losses that were taken by a lot of these fellows 
that went into the cattle business on the spur of the moment and 
wanted to ride the boom and skim the cream off, did in effect affect the 
legitimate cattleman who was in the business, as was the legitimate 
feeder. 

Now, do you make that distinction in your organization? 

Mr. Exurorr. I do, from a producer, Senator. But I do not see 
any difference in a man choosing to go into the cattle business because 
he thinks it is probably a little better business than the other one, 
any more than I think it is wrong for a cattleman to go into the oil 
business, insurance business, or any other type of business. 

Senator Scnorpret. I grant all that. But the point I am getting 
at is, is there a distinction between those who came in rather late, 
speculating on making some money and the legitimate operator? 
Do not get me wrong. If they can go in there, take the risk, and 
make some money, that is all right. But I am not going to be too 
seriously alarmed by those fellows who go into a business not knowing 
what the ups and downs are, and who come in then and say that we 
have got to do something right quick for them. You know what 
I mean. 

I am trying to make a point. I am trying to say what is best for 
the legitimate operator, the man who has makes a business of it, who 
does not have another business that he can fall back on, as against 
the one who has taken this as a sideline to skim off the cream—espe- 
cially when we have a lot of cattle running on the ranges when drought 
conditions forced them to market. I know it raises havoc with prices. 

Mr. Eu.rorr. That is true, Senator. I happen to be one of the 
small directors in one of our banks. We had men, before this thing 
started, that were in good financial condition, men who had operated 
their ranches for years. Today if they had to liquidate, they prob- 
ably would not have a thing on earth. In fact, a lot of those people, 
if they were forced out today, would lose their life’s earnings. 

44084—54—pt. 1-19 
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Senator Scuorpre.. I think you and I will both agree that a lot 
of these fellows who went into the cattle business rather late bought 
pretty high. 

Mr. Exxiorr. I am sure. 

Senator Scnuorpret. Nobody told them how they had to buy, but 
that is just a factor we have to take into consideration. They did 
buy too high. They could not make it when the prices pitched down, 
and when the ranges got bad and they did not have the forage to 
carry them on through. They could not carry them. 

Therefore they had to sacrifice them. Those fellows got hurt. But 
the experienced cattle people in our Western country, some of them 
got crippled. I will grant that. But they did not get hurt like these 
youngsters, and not only youngsters, but some of the oldsters who 
said “My gosh, we cannot go wrong on this cattle business now.” 
So they went out and bought them off the ranges and other places 
at a high figure, had transportation costs on them and leased-land 
costs. Then when it did not pan out, naturally they got hurt. 

But they did not use the foresight and the judgment used by the 
cattle people who were running modest herds, small herds, and who 
knew that these conditions had to be hedged against, and who had 
been in it for 15 or 20 years—5 years even. 

Mr. Exuiorr. Senator, that is true. But we have a large number 
of boys who have come back from the service, who were raised prob- 
ably in the cattle business or had worked for someone in the cattle 
business. They saw everybody making money in the cattle business. 
Money was easy to obtain. Loans were easy to obtain. They felt 
they had a perfect right to go into the cattle business and probably 
did buy their cattle too high. 

But it was the business that they thought they knew and the 
business that they wanted to be engaged in. We have numbers and 
numbers of those boys who are in that condition. 

Senator ScHorppeL. I am sure you have. But I am trying to 
make the distinction between the fellow who is running a drugstore, 
a machinery company, or some other company, who just went in 
there. Of course he got hurt. 

Mr. Exuiorr. I am sure that has been the case. We do feel we 
should have some way that would stop these drastic price fluctuations. 
There is no reason why an animal should be worth $300 one year 
and $55 or $60 the next, for the next 2 years. 

Senator ScHOEPPEL. Some housewives feel that same way about 
coffee, but certain circumstances developed that made it necessary 
for us to pay a higher price for coffee and those other things. There 
is the factor of supply and demand that is always going to enter into 
this picture. 

Mr. Exuiorr. That is true, Senator. But the cattle business now 
is a little bit different than it was when I was a boy and when my 
father was in the business. If cattle got cheap, other things were 
cheap, too. You could go out and lease all the grass you wanted from 
5 to 10 cents an acre. You cannot do that any more. We have paid 
as high as two and a quarter an acre for our rangeland that will not 
run over 30 cows to the section. 

Our costs have increased to the extent that it is impossible for a 
man to take the price that he is having to take today and produce 
cattle and make a living. 
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Senator ScHorpPeL. You are not in favor of these rollback prices 
on cattle, a move that was evident and rampant around here a couple 
of years ago, are you, say 2% years ago? 

Mr. Exuiotr. | have a statement down here to that effect. 

Senator ScooEpreL. Excuse me. I have not read all your state- 
ment. 

The Cuarrman. I think he covers quite a little in his statement, 
Senator Schoeppel. You proceed how 

Mr. Exuiorr. Two, the unfair relationship between cattle and feed 
which makes it impossible for the feeder to make a profit feeding 
cattle unless they can buy from the producer at starvation prices, 
is a situation which the Government alone created and which the 
Government alone can correct. As long as a program for controlling 
the price of farm products is continued, and heaven knows the farmer 
needs that—and I will never advocate economic suicide for the farmer 
so that the rancher might live—then a program must be worked out 
to include the livestock producer and feeder 

Senator Youna. May I| ask a question there? Does it really make 
an awful lot of difference to the cattle rancher whether corn is a dollar 
a bushel or $2 a bushel? What I am trying to get at is if there is a 
corn-support program the feeder at least knows about what he is 
going to have to pay for his corn for this year and the year afterward. 
You remember our difficulty about 2 years ago, when we got into this 
cattle problem. Cattle prices were way high and of course we had a 
90-percent price support for corn. But supposing corn prices had 
been a dollar a bushel less Would not the cattlemen s problems be 
10 times as great as they are today? 

Mr. Exuiorr. I do not think so. Your cost to feed an animal 
reflects back to what we producers get for that animal off the range. 

The CHArRMAN. Are you buying corn now? 

Mr. Exuiorr. No sir; | do not. 

The CHarrMan. Are you buying any feed now? 

Mr. Eruiorr. Nothing except some protein supplement. 

The CuarrMan. What does that cost? 

Mr. Exuiorr. Around $76 to $80 a ton. It depends upon the per- 
cent of protein. 

The CHarrMaANn. Are your neighbors buying any corn? 

Mr. Extiorr. No; not very many of them. 

The CuarrMan. What part of Texas is Dalhart in? 

Mr. Exiiorr. We are in the Panhandle. We are not in a feeding 
area as it might be termed in some other States. 

The CHarrMaAn. So you do not get any advantage then from the 
cut prices on feed under the drought program? 

Mr. Exuiorr. Of course we did when it was in effect. But ou 
drought program was an off-and-on affair. By the time you got your 
application in, they were out of feed 

Senator Youna. | would like to go on with this discussion a little 
more. I think somewhere around 20 or 25 percent of all the beef that 
is produced, or some such figures, is produced by the cattle feeders 
themselves, people who put them in the feed lots and feed them. If 
you want more overproduction, the best way | know of to get it is to 
put feed prices down to nothing and you are going to have more and 
more cattle feeding and more surpluses. If prices are going to have to 
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depend on a supply and demand market, certainly the last thing we 
want is a greater supply of beef. 

I think as surely as day follows night, if you have cheap feed prices, 
you are going to have cheaper cattle prices. I do not think anyone 
can successfully argue against it. 

Mr. Ex.iorr. We could afford to have cheaper cattle prices if we 
had cheaper feed prices. 

Senator Youne. How is that going to help the rancher? Maybe the 
cattle feeder himself may get something out of it, but how is that going 
to help the cattle rancher? 

Mr. Exuiorr. If you were a cattle feeder today and you could make 
a profit feeding cattle, you would come out to our country and buy our 
stocker and feeder steers at a fair price if you could make a profit 
feeding them. 

Senator Youna. Yes; but that is a very shortsighted view, though. 
True, if corn was a dollar a bushel less than it is now, the feeder would 
probably bid up feeders by $2, $3, maybe $5 a hundred more. But 
what you are doing is only staving off the day of reckoning when you 
have to inevitably meet this day of oversupply again. What you 
would do is to encourage more feeding, creating more beef supplies. 

Mr. Exuiorr. Senator Young, that would hold true if you just took 
1 year into consideration. But the place to control your cattle herds 
and the number of cattle you have is from the cowherds. Then 
probably the next year you would have less steers to go into the lot 
and the next year you would have less steers to go into the feed lot. 
So that is where you could control the production. 

Senator Youna. If there was an unlimited amount of beef the 
American people could consume, I think your argument would hold 
good. It is true, I think, a lower price beef might help some to create 
more consumption. But if you go down here to a store in Washington 
today and buy yourself a good steak, I don’t think you will find the 
price is much difterent today than it was before cattle took this drop 
of 50 percent.- Certainly if you go to the better hotels in town, the 
price of a steak served on the table is generally just as high as it 
ever was. 

Mr. Euuiotrr. That is the very thing I am coming to here, Senator, 
is the fact that the lower prices paid the producer have not been 
reflected in the price to the consumer. 

Senator Youna. Certainly not as much as it should be. 

The CuarrMan. Would you favor price controls for the consumer; 
that is, price ceilings? 

Mr. Exuiorr. For the producer? 

The CHArRMAN. Consumer. Yes, for the producer, too. 

Mr. Exuiorr. Sure I certainly would. 

The Cuarrman. At what level? 

Mr. Exxiorr. Of course that would depend. We do not think we 
should have—— 

The Cuarrman. A hundred percent parity means your fair share. 

Mr. Exxiorr. A fair price. 

The CuarrMAN. Would you have the ceilings at a hundred percent? 

Mr. Ettro17. I think that 90 percent would be high enough. In 
other words we would not want—— 

The CuHarrMan. You mean 90 percent supports not ceilings 

Mr. Ex.iorr. Supports not ceilings. 
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The Cuarrman. What would you have as the ceiling? 

Mr. Exuiorr. Of course that could be worked out. We would not 
want that ceiling to be so high that it would cause a lot of people to 
go into the cattle business and produce another canton such as maybe 
we have at this time if we have a surplus. 

The CHarrMan. All right, go on with your statement. 

Mr. Exuuiorr. Three, since livestock is about the only major com- 
modity that does not have price supports and since the producers and 
feeders have had such great losses the past 2 years and with the inven- 
tory loss alone reducing their margins in the livestock they have left 
and the drop in value of farms and ranches have caused the banks, 
insurance companies, and other lending agencies to lose confidence 
in the livestock industry. Now in order to restore confidence and 
stabilize this segment of agriculture, the producer must have some 
assurance that he can sell his products for a fair price. He just cannot 
sell his livestock on an open and free market, with everything he has 
to buy at a supported or subsidized price. 

The CHArRMAN. You say the banks and insurance companies and 
other lending agencies have lost their confidence in the livestock 
industry. Does that mean the "y are not making loans? 

Mr. Etuiorr. No; that does not mean they are not making loans. 
It simply means this, that you have to have a larger margin in your 
cattle in order to get financing so you can operate successfully. 

The CuHatrMan. What margin would that be? 

Mr. Extiort. It depends, of course, on the financial condition of 
the borrower. In some cases the banks want pretty large margin. 

The CHatRMAN. Have loans been generally reduced in the cattle 
area? 

Mr. Exuiorr. Yes, sir; I would say that they have. 

The CuarrMan. But there are more cattle. If loans have been 
reduced and you still have more cattle, what does that mean? That 
the producers get a larger equity in the cattle than they had before? 

Mr. Exxiorr. We have only approximately 1 percent more cattle, 
I believe, according to the Department of Agriculture. 

The CuarrMan. If loans have been reduced, it means the farmer 
owns a larger equity in his cattle then 

Mr. Etuiorr. Senator, I would say this. In our immediate area, 
the people that are left in the business probably owe less on their cow 
herds than generally when the prices were high. 

The CuarrMan. That means the producer himself has a greater 
equity in the cattle which he now owns. We had a1 percent increase 
in the number of cattle from last year, and if the farmer owns a larger 
equity in those cattle, that would in itself, it seems to me, indicate 
generally a prosperous condition, which you say does not exist. 

Mr. Exuiorr. The reason for that is that a lot of these small operu- 
tors had to liquidate their herds and probably some of the wealthier 
cattle people have those cattle now. 

The CuarrMan. But there is more cattle. 

Mr. Exuiorr. Of course we had a very large calf crop this past year. 

Senator Younc. What does the feed for your cattle consist of 
mostly, pasture or hay? 

Mr. Exuiorr. Our range cattle consists of pasture through the 
summer and we feed a supplement in the winter with some additional 
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hay and also do that through storms, depending on the amount of 
grass we have. 

Senator Younc. What part of your cattle feed each year consists 
of grains on which there is a Government price support program? 
Five or ten percent? 

Mr. Exuiorr. Our cattle in our immediate area, unless they are in 
a feed lot where we do not use a lot of grain, we use some supplement 
with a little grain mixed. 

Senator Youne. The average cattleman who puts his cattle on the 
range does not buy much grain or concentrates on which there is a 
price support program? 

Mr. Exuiorr. He buys the concentrates. 

Senator Youne. Hay and grass and things like that are perhaps 
90 percent of a rancher’s cattle feeding? 

Mr. Exxiorr. I would say so, 75 percent. 

The producers and feeders are caught in a price squeeze with high 
prices for the things they have to buy and low prices for the cattle 
There has been a great deal of discussion throughout the cattle country 
regarding price supports for cattle. 

Two, the American National Cattle Association, with all its State 
affiliates, has sent to the President of the United States, the Secretary 
of Agriculture, and to Congress, resolutions against price supports 
of cattle. I wish to draw your attention to certain facts in connec- 
tion with these organizations and their membership who have drafted 
these resolutions. This group of men, who have held the leadership 
of these associations for many years past, are well-to-do cattle people 
of the Nation and in my opinion do not represent the rank and file 
of the cattle producers. It is my belief there are not more than 25 
percent of the cattlemen of the Nation that belong to any cattlemen’s 
organization. These associations put themselves in a ridiculous posi- 
tion a few years ago when they fought Government price ceilings. 

The CuarrMAN. How many cattlemen are there in the country? 

Mr. Exuiorr. I do not know. I am not going to tell you some- 
thing that I do not think I know what I am talking about. 

The CuHarrMaNn. I am sure I do not know either. 

Mr. Exurorr. They erroneously claimed that it cost 35 cents per 
pound to produce a calf and fought against any type of Government 
interference or Government control. The average producer felt at 
that time they were wrong. And we believe they are wrong today 
in their stand against a cattle price-support program, so long as other 
commodities are supported. 

Three, we hope that any farm bill passed in this session of Congress 
will include livestock, and that the new farm bill will make it manda- 
tory that the Secretary of Agriculture support cattle prices. We 
hope that we will not have another beef-buying program that will not 
give the producer a fair price for his products. The last beef-buying 
program only made more profits for the packer as evidenced by the 
large profits shown by the meat-packing industry for 1953. 

Swift alone reports a net profit of approximately 50 percent more 
than in 1952. We think, gentlemen, that a lot of that extra net profit 
came off the backs of some small producers who probably are not in 
business at this time. 

Four, we have found that we have to have controls in major business 
in this great country of ours. For instance, we had to have bank 
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deposit insurance so that our bank beposits would be safe and so that 
confidence would be restored in the banking industry. We have to 
have conservation controls so that our soil will not be depleted. The 
same holds true in the cattle business 

Five, we have prepared for your consideration a cattle price support 
and control plan that we believe will restore confidence in the livestock 
industry. 

Gentlemen, this is the plan. The United Livestock Producers 
Association, with headquarters at Dalhart, Tex., is offering the 
following plans for price supports and to control production as per- 
taining to the cattle industry. It is our firm belief that price supports 
under all farm products, including livestock, at not less than 90 
percent of parity is basically and economically sound, and is the 
only means so far developed that provides for the producer of agri- 
cultural and livestock products, the fair price to which they are en- 
titled and the protection they must have against disastrous declines 
brought about by speculators and those who are in the position to 
take advantage and manipulate the markets downward when sur- 
pluses, sometimes relatively small, are produced. 

The CHarrMAN. What parity formula would you recommend using 
for the livestock industry? Would the livestock industry accept a 
new parity formula as the basis for figuring their prices? 

Mr. Exvxiorr. I am sure that we would accept a formula that would 
be fair in relationship to the things that we have to buy. 

The Cuarrman. Would you be willing to accept the same formula 
that is used for wheat and corn? 

Mr. Exuiorr. I am sure that we would, yes, sir, figured on the 
same basis. There is not a great deal of difference and has not been 
in the past several months in the higher grades of beef as to the 
90 percent parity figure. We believe that a floor under this product 
would restore confidence and stabilize that market. 

Senator Youne. I might go along with you if I thought there was 
any feasible effective way of supporting the cattle prices on a large 
scale. I agree with you, that we cannot let the cattle industry go 
bankrupt. But presently I know of no feasible, effective way of 
directly supporting cattle prices on the huge scale that might be neces- 
sary. My sons are in the cattle business. They are in the cattle- 
feeding business, too. 

The Cuarrman. Mr. Elliott, you know that if the cattle industry 
used the same formula that the wheat and the corn producer does in 
figuring parity today, the price of cattle would drop about 20 or 25 
percent. 

Mr. Exuiorr. I am talking about parity as it is today. 

The CuartrMan. Do you think we ought to have the same parity 
formula for all commodities? 

Mr. Exxuiorr. Parity as worked out by the Department of Agri- 
culture is a fair price. I see no reason why the producer of any 
agricultural commodity would not be entitled to a fair price. 

The Cuatrman. To be worked out by the same formula? 

Mr. Exuiotr. That is right. 

The CHarrMan. I am inclined to agree with you. 

Mr. Ex.iorr. We resent the term of “high” rigid price supports, 
conveying to the general public the idea that 90 percent of parity is 
an unfair and unjust price and is an exorbitant one, by certain news- 
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papers, magazines, farm papers and various cattlemens’ associations, 
for the simple reason that parity as worked out by the Department 
of Agriculture is a fair and just price for farm products in line with 
the price the farmer has to pay for what he has to buy and anything 
less than parity is an unjust and unfair price. Therefore, the term 
“90 percent of parity’? should be referred to as a low flexible-price 
support instead of as a high rigid-price support. 

Now as to cattle-price supports, there is no question but what this 
could be done, either by subsidies to the sellers of the various grades of 
cattle where the price drops below 90 percent of parity in the markets, 
by the purchase by the Government in its various programs such as 
school-lunch programs, supplying the Army with beef, and for foreign 
relief, or by subsidizing the packers for any surplus beef that they 
might have to sell the general public in order to move it out at a lower 
price. 

The Cuarrman. You do not advocate the Government buying 
live cattle, then? 

Mr. Ex.iorr. We do not advocate it like it was this last time. For 
instance, we had in storage as of November 30, 1953, about 206 million 
pounds of beef. If the Government wanted to move this beef, it 
could instruct the packers to reduce the price 5 cents per pound and 
let this price carry through to the consumer and announce to the con- 
sumer that they could buy 1 pound of beef for every pound of beef 
they bought at regular price for 5 cents less. 

We do not believe that the surpluses would last very long as at this 
time there is only a little over 1 pound of beef in storage per capita in 
the United States. This would cost the Government far less than the 
beef-buying program we have heard so much about, where the Govern- 
ment purchased canned beef and gravy at 39 cents per pound, with the 
consumer getting no benefit from the lower price paid the producer. 

Senator Scnorppe.. Mr. Chairman, I would like to ask Mr. Elliott 
a question. I think you have to concede, as I know I do, that this 
last year showed an abnormal situation on some of these large cattle 
runs. It came about by reason of an unprecedented extension of 
this drought which hit pretty drastically. It did force the people 
who had ranch lands and grazing lands to realize that in a matter 
of weeks of intensive heat and no moisture, those ranges would 
deteriorate to the point where they either had to get the cattle out, 
move them to other areas, or shoot the cattle into markets. 

If the Government had not moved in on this buying program, 
we would have had hundreds of thousands of cattle people who had 
cattle on hand and who, by reason of this drought condition would 
have lost tremendously more money they they did. Do you not 
agree with me on that? 

Mr. Exuuiorr. I doubt very seriously, Senator Schoeppel, if cattle 
would have been very much cheaper than they were. I have some 
sales sheets in my briefcase where I sold cattle, cows and calves on the 
Kansas City market, good quality Hereford cows, for as low as $7.75 
per hundred. They would not have had to be much cheaper than 
that or you would have stolen the cow. 

Senator Scnoeppe.. I agree with you. But it was brought about 
largely by the premature runs that had to go to market because of 
the drought situation. 
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Mr. Exxiotr. That is true, Senator, but we have had larger runs 
on these different markets before than we have now, and than we 
had last year. 

Senator ScHorppet. But yeu take your average cattleman, with 
pasture drying up and his water going bad, who had to get that cattle 
some place. So he sacrificed them. If you had had good climatic 
conditions, which normally existed in other years during the cycle, 
certainly, of good climate—better climatic conditions than we found 
last year and maybe the year before down in Texas, Oklahoma, New 
Mexico and certain other parts of the country—they could have kept 
this cattle and fed it into the market at a slower rate. 

You would not then have had this hammering down of the price of 
cattle. I rather hate to envision what might have happened to that 
price, bad as it was, if the Government had not stepped in there 
through the Department’s action and started this beef-buving pro- 
gram. Iam inclined to believe that it helped and that it helped a lot. 

Mr. Eturorr. Senator, that is the reason that we think we need a 
price-support program, so when just such things as this come along, 
if we had been able to sell our cattle for a fair price, we could have 
bought feed and fed those cattle and not have had to sell them all on 
an open market. When you have any commodity going to a central 
market in abundance, that is when the packers and the processors will 
take advantage and buy your products for almost nothing. 

So that is the reason we think we need a support price, a floor under 
livestock that would enable us at times like this past year to have 
purchased feed and go ahead and probably would have kept some of 
those cattle that we were forced to sell. 

I had some cows in southern Missouri and I know just how dry it 
was. I had to sell those cows along in July, part of them. Some of 
them I shipped back home and fed hay, which was a mistake—lI will 
admit that. 

Senator Scnoxepre.. But had we had price supports or ceilings, you 
would have had some governmental agency telling you, Mr. Elliott, 
“Well, wait a minute, instead of having 600 here, maybe you can 
only run 300 head.” 

Mr. Exutiotrr. Maybe I should not run but 200 head, Mr. Schoeppel. 

Senator ScHorpreL. Yes, but the point I am making is, if you 
have a Government-support program on a perishable commodity like 
beef, vou ultimately have got to have some type of controlled pro- 
duction as to how many you can run, how many you ean sell And 
they will tell you when you can sell them. I do not know whether 
verv many cattlement want that or not. 

The CuarrmMan. Would vou have to control over the amount that 
could be run on the land to protect the land itself? 

Mr. Extiort. I think, Senator, when I get a little further over I 
am going to cover that. 

The CHarrMan. Did many of your members apply for Government 
loans? 

Mr. Extrorr. I am sure that we had a number of members do that. 
I know of several who did. 

Now, as to controls, we have this plan to offer for your consideration. 
We will have, January 1, 1954, approximately 94 million cattle, just 
about the same number as of January 1953, We doubt very seriously 
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that this is too many cattle for the needs of our people, in view of the 
fact that our population is increasing at the rate of 2% million a year. 
But, should the Secretary of Agriculture decide we have too many 
cattle and it is necessary to reduce our cowherds, then we could 
proceed in this manner. 

Let your county agents or your PMA committee that are already 
set up in each county contact each farmer and rancher who has 20 
or more cows, including coming 2-year-old heifers due to calve in the 
spring, and ask them to cut out 1 cow for each 10 they own up to 20 
head, and after that 1 cow for each 20 head they own and put a brand 
on these cows, similar, gentlemen, to the Bang’s brand that we have 
to put on now. 

All of these branded cows could be marketed at the call of the 
county agent or the PMA committee, as the case may be. These 
cows could be marketed as needed in 90 or 120 days. The seller would 
be guaranteed a price of 12 cents per pound for canners, 14 cents per 
pound for cutters, and 16 cents per pound for butcher grades; all 
coming yearling heifers to also be branded and to be marketed before 
they come into production. None of these heifers could be kept for 
replacements unless the farmers or ranchers wanted to cut their 
cowherds more than the above 5 percent. 

In that case he could replace the extra cows with the same number 
of heifers. After this was done, the farmer or rancher could he free 
to carry on his business without interference. If he wanted to 
replace the cows he sold or heifers he intended to keep for replace- 
ments, he would be free to zo out and buy all he needed of those cows 
that were unbranded. 

The CaairMan. Where would he get the unbranded ones? 

Mr. Exuiorr. From some man who probably had more cattle 
than he wanted to sell, like we always do in the cattle country. We 
buy from each other. 

The CHairRMAN. But are you going to require them all to be branded? 

Mr. Exuiorr..No. The cows that we cut out, we are going to 
require them to be branded. But the rancher could go out and buy 
all of the cows that he could buy if they were unbranded, and he 
would still be free to do that. 

The CuarrMan. Would the price that would be guaranteed be a 
farm price, the price at the ranch or the farm? 

Mr. Exuiorr. No. 

The CHarrmMan. That would be the price at the market? 

Mr. Exxiorr. That is right; the price in the market. 

In other words, he could carry on his business in any way he might 
want to. There would be an incentive for him to enter into this kind 
of a program for he would be paid a fair price for cows he probably 
would want to dispose of and buy back better or younger cows if he 
needed them, so long as he didn’t buy the branded cows and heifers. 

The Secretary of Agriculture would then at all times know how 
many cattle we had and how many cows there are and institute a 
similar plan of reduction, if need be, if production got in excess of 
demand. The packers would then buy these cows and process them; 
sell all they could at a fair profit. The Government could buy what 
it needed for the various programs it sponsors; and, if any beef was 
accumulated as surplus, the price could be reduced to where the 
people of the lower income brackets would buy it and the packers 
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could be subsidized or reimbursed for any loss sustained. In order to 
further stabilize the prices, all other grades must be supported at a 
price not less than 90 percent of parity. 

The above control program would be mandatory should the Secre- 
tarv of Agriculture decide that production controls are necessary. 

This program would immediately stabilize our industry and bring 
back prosperity to the cattlemen, which, as Mr. Benson states, ‘“‘is so 
necessary to the continued prosperity of the whole national economy.” 
It would restore confidence to the otherwise confused and demoralized 
cattle industry. 

The CuarrmMan. Do you thirk it would be necessary that the 
cattle raiser be guaranteed a high support, such as 90 percent of 
parity, on a national scale? That means that in some parts of the 
country they would produce them for 70 percent, and in other parts 
of the country it would cost over 90 percent to produce them. How- 
ever, if the cattle raiser were guaranteed 90-percent supports, wouldn’t 
it be necessary to have controls most of the time to kee p from getting 
overproduction? 

Mr. Exuiotr. That is what we are advocating here. 

The CHarrmMan. Do you not think that it would be necessary to 
keep pretty close rein on the situation? 

Mr. Exuiorr. I doubt very seriously. We have a lot less cattle 
per thousand population now than we had in years past 

That, gentlemen, in brief is our plan for Government assistance to 
the small or average cattle producer of the Nation. If our plan is 
adopted and put into immediate operation, we firmly believe that it 
will save thousands of small producers from bankruptcy, place them 
on a level with the producers of other major agriculture commodities 
and give them not an unfair advantage but merely the same protec- 
tion that is afforded most every type of business and manufacturing 
concern in the Nation. 

What will happen if this plan, or one very similar to it, is not put 
into operation by the Government? For the answer to that ques- 
tion all you need do is look at the records of the past 12 months 
Thousands of cattle growers, many of them in the business all their 
lives, have already lost their life earnings, and most of them will 
never be able to get back into the business. Add to that number 
those who today are still in the business but who depend upon it en- 
tirely for their livelihood and have no other source of income, and 
you have an excellent picture of what the future holds for the small 
producer without Government price supports 

In concluding, may I emphasize that we, the producers and feeders 
of cattle, ask for no special privileges. We are just as rugged as 
other individuals, but unfortunately we do not have oil wells, insur- 
ance companies, business property, or other sources of income. We 
are just cowmen, depending entirely upon the business for our liveli- 
hood. We are willing to take our chances of success with no price 
supports, no subsidies, and no Government help of any kind as long 
as you ask other producers, other businesses and manufacturers, to 
operate without supports or subsidies; but, since that is highly im- 
probable, all we ask is that you give us the same protection you are 
already giving other business. Is there anything unjust or unfair in 
such a request? 
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The Cuarrman. Thank you, Mr. Elliott. There is one thing that 
still puzzles me a little bit, and that is if there are more cattle on the 
land than there were a year ago, and less bank loans, it still seems as 
if that would indicate a greater degree of prosperity for the cattlemen 
than otherwise. But you say it is possible that the big cattlemen 
have bought them up; maybe that is where they are. But I was 
wondering, has the big cattleman acquired the land they run on, too? 

Mr. Exxiorr. Senator, anytime an animal goes to market, some- 
body has to buy it. It is either sold to the packer or some feeder or 
some rancher—other rancher. 

The Cuarrman. Anytime there are more cattle on the farms and 
ranges, and the less owed on them, you naturally think that the cattle- 
men are better off. Ido not think they are better off than they were 
a yearago. Maybe they are. If they owe less and have more cattle, 
they must be better off today. 

Mr. Exuuiorr. Senator, when you see a man bring in his cows and 
his calves and his bulls to the sale ring, that is evidence that he is 
through. I haveseen it happen time and time again. In Mr. Taylor’s 
sale ring in Amarillo we saw that happen all last fall, and in some of the 
counties in southern Missouri and in some of those drought States 
where they probably have smaller ranges, those ranches were closed 
out or sold out or liquidated by the thousands. 

Senator Younc. You mention somewhere in your statement that 
you do not think our cattle numbers are too high with our present 
population. 

Mr. Exuiorr. I doubt that very seriously, Senator, if you will just 
remember all the cattle that have gone to market, that have been 
slaughtered, and we had less beef in storage January 1 than we had 
January 1, 1952. 
>» Senator Younc. How many less cattle are there on feed this year 
than over a year ago? 

Mr. Euuiort. I understand there is approximately 90 percent. 

Senator Youna. Supposing you had 90 percent more on feed than 
you had a year ago, how would that affect the situation? 

Mr. Exxiorr. I am sure we would probably have a surplus of those 
grades of cattle. 

Senator Youna. If you had 20 percent more, say. Then you would 
be in bad shape, would you not? 

Mr. Exuiorr. Yes. 

Senator Youna. Then it is probably a healthy thing for the cattle 
rancher himself that there are less cattle on feed, 

Mr. Eutrort. I think it is. I am sure it is, 

Senator Younc. Over the long pull, I mean. 

Mr. Exuiorr. Over the long pull. 

The CHarrMAN. Any more questions, Senator Schoeppel? 

Senator ScHorrrpet. No. I am going to read and analyze this. 
This is an interesting approach to this thing, I will say, but I am a 
long ways from being convinced as to how we can handle it. 

Mr. Exuiotrr. Gentlemen, there is one thing that has been bother- 
ing me and maybe some of you can help me out on this situation. I 
cannot understand why we import more beef than we export, when we 
have a surplus, when we have to institute a buying program such as 
we had last year. Then we have that same type of beef—that is, 
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nonfat cattle—coming in from other countries, and we have more 
imports than we have exports. 

The CHarrMan. I can’t recall the figures very well. How much 
did we import and export in 1953? Do you have the figures? 

Mr. Exuuiorr. I do not have those figures. I have them here for 
the week ending February 24. We exported 3,847,916 pounds of beef 
and veal, fresh and frozen, pickled and cured, and canned beef and 
veal. We have imported 7,717,520 pounds of the same type. 

The CHatrMan. Do you know where that was imported from? 

Mr. Exuuiotrr. No; I do not. I just took that from this United 
States Department of Agriculture Market News. 

The CuHarrMAN. 7 million pounds does not go very far. 

Mr. Exuiotr. No;it doesnot. But there is a difference of 4 million 
pounds there approximately in 1 week’s time that we imported over 
the amount that we exported. 

Senator Scnorpre.. Of course, Mr. Elliott, there was a time when 
some of this New Zealand-Australian beef was coming in here. Please 
understand that those of us in the agricultural section of the country 
were not at all happy when that was happening. We tried to run 
it down and find out what the score was on the thing. It did not 
present too good a picture. There was an attitude on the part of 
certain departments that that was a healthy situation. I could not 
agree with them. 

I think it was a very unhealthy situation. After all, our people are 
the ones who are paying the taxes to make this Government click and 
spend these billions and billions of dollars that we take from them in 
taxes. Certainly I will agree with you, sir, that here is one westerner 
who did not agree that that kind of a program should be continued. 
If these importations run wild that will affect the cattle people and 
the cattler producers of this country tremendously and will hurt us. 

I recognize that there is a demand for cheaper food. However, 
wages are being held high; they are protected on their wages. The 
people who produce livestock on the ranches are people who are 
paying these taxes and should receive consideration. I for one, am 
not going to sit around here, as long as I am in the Senate of the 
United States, and permit a wide open range of importations, when 
it is not reciprocated when we go into those foreign markets with a 
lot of our oven products. 

The Cuatrman. I think, Mr. Elliott, I can give you a partial 
explanation on those imports of meat and you would find imports of 
milk and cream involved, also. That applies to the border towns, 
particularly between the United States and Canada. In some of 
those towns, it would be inconvenient to get their supplies from one 
country or the other, so there is a certain amount of tolerance existing 
on the line between Vermont and Canada. We have one store in 
which the international boundary runs right between the counters. 
On the counter on the Canadian side, you will find meats and woolen 
goods, and on the counter in the United States you will find cotton 
goods, oranges, and other goods. The customers from either side 
can buy from both counters. Also, I think in towns along the Maine 
border they would have to bring in supplies from a long distance if 
they got them from the United States. So it is very convenient to 
get Canadian supplies, and there is a tolerance allowed there. 
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After all, 7 million pounds in 1 week would not be very excessive. 

Mr. Exxiorr. No, but over a period of 365 days, or 360 days, it 
would be a considerable amount. ' 

Senator Youna. If South America ever cleaned up their hoof-and- 
mouth disease, with our present tariff the cattlemen of this Nation 
would be ruined. 

The CuarrmMan. You have with you Mr. Willis and Mr. Turner? 

Mr. Exuiorr. Yes, sir. 

The Cuarrman. Have they supplemental statements they would 
like to make? 

Mr. Exuiorr. I would like to ask Mr. Willis if he would just 
corroborate my statement. 

The CuarrMan. Mr. Willis, you are from Texline, Tex., too. 

Mr. Wiis. Yes, sir. 


The CuatrmMan. Do you want to go ahead with your statement? 


STATEMENT OF ASA WILLIS, UNITED LIVESTOCK PRODUCERS 
ASSOCIATION, TEXLINE, TEX. 


Mr. Wits. Mr. Chairman, members of the committee, I have no 
prepared statement. Iam just an ordinary rancher and all I have to 
offer is just my past experience as to my operation over a number of 
years. But I do have some facts on the cost of production of beef. 
Ek. T. Anderson, of the Anderson Cattle Co., of Emporia, Kans., who 
is one of the larger cattle feeders of Kansas—he has cattle in the feed 
lot year after year, and every week in the year he is on the market 
with cattle. 

I asked him for costs of production of beef now. Here is a wire that 
he sent me the other day. It says: 

Ten hundred-pound feeder steer purchased at Meade, Kans., $210; 100 days 
feed at Emporia, Kans., $85; freight from Meade to Emporia and Emporia to 
Chicago, $15.34; interest at 5 percent, $2.52; selling expense at Chicago, $2.14; 
total cost delivered to Chicago, $315. Original weight of steer 1,000 pounds, 
gain in feed lot at- Emporia 300 pounds, 1,300 pounds. Shrink in shipping to 
Chicago 90 pounds; selling weight at Chicago 1,210 pounds. If sold in Chicago 
at 24 cents per pound, would lose $24.60 per head. Above is a true picture 
of the cost of producing choice steers at this time. 

ANDERSON CaTrLe Co., INC., 
By EK. T. ANDERSON, 

The CuarrMan. Is Mr. Anderson the commissionman who is a 
member of the organization? 

Mr. Wiuuis. No. He is a feeder in Emporia, Kans., and has been 
there for 30 or 40 years, I suppose. 

Senator ScnoorpreL. Mr. Chairman, I willsay I know Mr. Anderson, 
of the Anderson people. I know his father and [know the son. They 
are good operators down there. 

Mr. Wiuus. I have sold Mr. Anderson lots of cattle. 

Senator Anprerson. Did you ever sell him any thousand pound 
steers? Why does he buy them that large? 

Mr. Wixuts. That is the kind of cattle they have to feed. 

Senator ANDERSON. They do not like little cattle? 

Mr. Wiis. No; he does not like little cattle. He does buy little 
cattle and run them through the summer. 

The CuarrMan. As one who never raised beef cattle, how does the 
cost of increasing the weight from a thousand pounds to 1,300 pounds 
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compare with the cost of increasing the weight from 400 pounds or 500 
pounds up to a thousand pounds? 

Mr. Wits. It costs much more to put on the last 300 pounds. I 
have the costs here of my operation. Should | present that? 

The Cuarrman. If you want to make it public, we will include it 
in the record. 

Mr. Wiuuts. I am in the cow business and I do buy and sell cattle 
too. I just have an average operation. I run from a thousand to 
1,500 cattle. 1 usually have about 500 to 700 cows, breeding herd 
So I arrived at this cost from my past experience 

The cost I use here of raising a calf are based on a cow at a hundred 
and twenty-five dollars per head. You can buy a good cow now, the 
best, for from a hundred dollars to a hundred and fifty dollars pome 
of them go as high as $150, but more of them sell for $75. Your 
grass would cost you a dollar and a quarter an acre. In an average 
vear it would take 10 acres to run a cow. It would amount to $12.50 
per head for your grass, just through the summer season. 

Then assuming that 1 man could care for 500 cows, you would 
have to pay this man about $225 a month. That would be the 
average in our country. ‘Then he also has to have a pickup for trans- 
portation, which would cost about the same amount which would be 
$225 a month. 

That $12.50 for grass would put you through the summer, but we 
have long, dry winters there. As you recall, we will feed 2 pounds 
of “cake” a day for about a hundred and fifty days 

Senator Youna. | would like to ask you a question at that point. 
Your “cake’’ is listed at $12 cost per year, or about 17 percent of 
your total cost represented by the cake you buy. What does your 
cake consist of? What are the ingredients of the cake you buy? 

Mr. Wiuuis. That is cottonseed meal. 

Senator Youna. If there was a price support of 90 percent on that, 
just how much difference would you think the cost of raising your 
cattle would be, whether there was a 90 percent on your cottonseed 
or whether there was none at all? 

Mr. Wiis. I do not know. We are not arguing against the sup- 
port on the cottonseed. That is already set 

Senator Youna. That is an argument often advanced. I do not 
suppose there would be 50 cents a year’s difference in raising this 
animal whether you had any percent support on the cottonseed cake 
or not. 

Senator ANDERSON. You have got cottonseed cake at $80 a ton, 
have you not? 

Mr. Wiuuts. Yes. 

Senator AnpeRSON. And the 90 percent support price on it is below 
that figure actually, is it not? 

Mr. Wiuuts. I do not know what it is, but that is what it costs us 

Senator AnperRsoN. It is not far from it 

The CHarrMan. I am interested in the effect on the cottonseed 
producer there. 

Senator ANDERSON. I do not think it goes above $90 

The Cuarrman. Apparently he is getting just as much or more for 
his cake now as he was when he was supported at 90 percent. 

Senator ANDERSON. No, we paid $115 a year ago 

The CuarrmMan. That was way over this price then 
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Mr. Witu1s. I will give you a little illustration of what happened 
to me last year. In 1952, since you are talking about cake, I had 
about a thousand cattle that I wintered. I spend $35,000 for feed. 
When the winter was over the cattle were worth a hundred thousand 
dollars less than when I started to feed this hay. That is what 
happened tome. I am not broke, gentlemen, and I am not asking for 
anything. I do not need any handout, understand that. -I own my 
land, | own my cattle. I do not owe a dime. But I do have a lot of 
neighbors that do not do that. 

I have been in the cattle business a long time and IJ like it. I would 
like to stay in it. But I would like to get a little profit out of it. 

I will continue here and show you how I analyze this cost for these 
calves. Your expected debt loss would be a normal 2 percent. That 
would add up to a dollar and a quarter a head on your investment. 
The interest on this cow would be $7.50, at 6 percent interest. The 
tax isa dollar. The depreciation, $8, salt and minerals, $3. 

I have a 120 day feeding period for hay. Sometimes it is 365 days 
in our country and sometimes it is less than 120. But on an average 
it will take 120 days of hay. I feed alfalfa at $30 a ton, which would 
amount to $18. Your average calf would weigh 350 pounds. Of 
course you do not expect 100 percent caf crop; 85 would be a good 
normal average, depending on how you care for them. Some would 
fall lower, some would be a little better. 

But that would made your average calf weigh about 298 pounds, 
that is, if every cow had a calf. If you sell that calf with the starva- 
tion prices these fellows had to sell them at last year, where does he 
get off? There were lots of good calves that sold for 10 cents, 12 
cents, and for a long time you could buy the best of them for 13 
and 14 cents. 

The Cuarrman. What is a 350 pound calf worth now? 

Mr. Wiuuts. The best one, I guess, would be in the neighborhood 
of 20 cents right now. But these fellows that were forced to market 
last fall did not get that 20 cents. The speculator that Mr. Schoeppel 
was talking about a while ago got that cream, you see. 

He came in and the banker told him he had to pay a little and so he 
had to sell his calves, he had to sell his cows and his mules and sell 
them at this sacrifice price. 

Nobody knew what they were going to be. Nobody suspected 
they were going to be worth 20 cents now. If they had, the banker 
would have let him have money to keep them. But he had to sell 
the stuff. 

This speculator came in and he will make the profit. I got a few 
of them myself that I bought at 11 cents, but just think what the man 
wound up with that I bought them from. I will make the money on 
them. 

The CuatrmMan. Do you think it will be possible to devise a means 
whereby the processor or the buyer would have to pass on a Govern- 
ment subsidy to the actual producer? You recall the trouble we had 
during the war with that 5-cent bonus. As far as this committee was 
concerned, we never could find any of that that was passed back to 
the farmers. It got lost somewhere. 

Mr. Wixuis. How well do I know. It had to be a certain grade 
before you could collect anything back. I never did get any. I sold 
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some feeders that did get it. Inever gotit. But I was all right then. 
The price was high enough. I did not need it anyway. 

The CuatrMAN. They are having that very trouble in the dairy 
industry today, supporting butter and cheese at 90 percent and the 
producer does not get anywhere near that. 

Mr. Wituis. Gentlemen, I think you have to start at the seat of 
the thing, start at your production. If you let these calves come on, 
somebody has got to buy them. But under this little simple plan that 
Mr. Elliott presented there, I do not think that will work a hardship 
on anybody. Back when this thing started, when they first started 
any regulation on farming, I was farming 11,500 acres of wheat. I 
screamed my head off when they said ‘‘Cut your acreage in two.” 
You know how we felt about that. ‘ 

I did not know. Of course that was the only way I was making a 
living at that time, a few cattle and 11,500 acres of wheat. They cut 
me down to 6,000 acres, the way it worked out. It is the best thing 
that ever happened to me. I diversified my crop. That is the way 
to raise wheat. You know that, Mr. Schoeppel. 

Senator ScHoEpPPEL. That is right. 

The CHAIRMAN. You mean you would not have done that unless 
the Government made you do it? 

Mr. Wiuuts. I would not have done it unless the Government 
told me. I could not see it. But from that day on it began to get 
better and better. I ran some in row crops, I planted some in sudan 
and alfalfa and still had all the wheat I needed. 

Gentlemen, I sold two crops of that 25-cent wheat. I went through 
the period when we did not sell any wheat for 3 years; did not sell a 
bushel. So I know something about this acreage reduction. It will 
not hurt anybody and I do not think the cow reduction will hurt 
you any worse. 

Senator ANDERSON. To get back to this question raised by Senator 
Young, the average farm price on cottonseed as of February 15, 1954, 
was $51.40. The parity was $72.30. So 90 percent of parity would 
have been $65, and you have got it in here at $80. So 90 percent 
would not have hurt the operation any, as far as that is concerned. 

Actually the 75 percent support price put on cottonseed products 
was figured that way, at least when it was purchased. So Senator 
Young’s point is certainly a valid one. It is not the cottonseed that 
is going to throw cattle feeding off balance. 

Mr. Wiuuts. No. The expense we put into cottonseed does not 
affect our costs. 

Senator Young. My boys are in the feeding operation now where 
we are buying soybean meal. The price on this is hurting right now. 

The Cnarrman. No; that is not cheap either. 

Senator ANpERSON. What do you pay for cottonseed cake this 
year? As low as $75? 

Mr. Wits. $75 was the cheapest thing I bought. 

Senator ANDERSON. How did that compare with last year’s price? 

Mr. Wiis. I paid $108.75, at about the same time last year. 

Would it be permissible to read this letter from Mr. Anderson—Mr. 
Schoeppel knows him— in regard to this? He wrote John Clay & Co 
and he sent me a copy of that. [Reading:] 


’ 


These figures may seem wrong to some of the people in Washingto 
that is in regard to the telegram 
44084—54—pt. 120 
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but I am basing these figures on what Choice feeder steers would cost. In fact, 
we had some and they were priced to us at 21 cents this morning, and they are 
the kind that would have to be fed extremely well to make them Choice at the 
end of a hundred days’ feed. They have been asking 22 cents for these steers 
until today, and thev came down to 21 

Regardless of the fact that they have a high top in Chicago, it is surprising to 
anyone that investigates how good cattle they are buying at 23 to 24 cents a 
pound. We had a load of cattle there last week and we had reason to believe 
they would bring 23 to 24 cents, and finally they had to sell them at 22 cents per 
pound. These cattle weighed 1,448 pounds when loaded here, and weighed 1,312 
when sold in Chicago, which would indicate a shrinkage of 121 pounds per head 
This will give you an idea of what is going on in the cattle business. It is surprising 
to us to notice that these feeder steers are holding up in the price regardless of the 
fact that the fat cattle are selling considerably lower than they were in January 

It has put a squeeze on anyone who is feeding cattle. I trust that these figures 
will help you in what you are trying to do. Of course I did not go back beyond a 
feeder steer in the selling at the present time, as we are not handling any livestock 
or cattle There is o1 ly ohne Way to reme ly this whole thing and that is to either 
get the feeder price down or the fat cattle up, except if they should decide to lower 
the price of grain, and if they do this, within a year or so we are going to have so 
many hogs and poultry that with the number of cattle we have on hand, it 
will ruin us 








Senator Youna. He is exactly right in that argument. 
Mr. WILuIs (continues reading): 


as I anticipate that these feeder cattle could be produced on the range if vou 
have seasonable weather for less than 21 cents a pound 

We know that we bought a load of them at a great deal less last fall. The 
cattle that I refer to are good cattle that we had on wheat until the last few davs 
when they were placed in the feed lot and we are now trying to get them sold It 
takes an exceptionally good flesh feeder steer in order to get them to grade choice 
on the Chicago market with 100 davy’s feeding. I feel that this will be understood 
by vou and your associates. 

I am enclosing a copy of a letter that 1 have today written to John Clay & Co. 
at Denver, Colo. A lot of figures are being distributed, and while thev are not 
wrong, at the same time they do not bring home the exact state of conditions at 
the time that thev refer to. In other words, in the case of the number of cattle 
that we had on hand on Januarv 1, 1954, we are in serious trouble and therefore 
the Government purchased and slaughtered approximately 644 million cattle in 
the summer and fall of 1934, which placed us in an entirely cifferent position in 
the vears following. .The letter written to John Clay & Co. is rather self-explana- 
tory and if there is anything further let me know. 


Senator Scnorrrgu. Did he use the figure 1934? That was the 
year he figured, 1934? That was the time of the slaughter program? 

Mr. Wiis. Yes. In this letter to John Clay he goes into that. 
He says reading]: 


In your market letter under date of March 3, you mention that the number 
of cattle in the United States today compared to the population would not be out 
of line compared to the nunber of cattle we had on hand 20 years ago, conpared 
to the population we had at that time. I wish to call your attention to the fact 
that during 1934 the Government bought and slaughtered approximately 6% 
million cattle in order to get the production brought down to the consunption 
You will notice that on January 1, 1935, the population of the cattle had been 
reduced to 68,529,000 compared to January 1, 1954, which was 20 years ago when 
the cattle population was placed as 74,262,000. 

If you look up the records, you will find that from the time that this reduction 
in number took place that the price of cattle had a constant rise in price to the 
point where the livestock men again could operate at a profit, although it might 
not have been a big profit. 


The CuatrMAN. In 1940, the average price of cattle in the country 
was 7 cents a pound. It did not rise too high, did it? For 2 years 
after the slaughter in 1934, prices went up and then they went down 
again. Is that not correct? 
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Mr. Wiuuis. There never was a time in there that I did not make 
alittlemoney. I did not make alot of money, understand. It did not 
take a lot. I did not want alot. As long as I was making a little, | 
was satisfied. But when it gets down to where you lose $200,000 in 
a year’s operation, it does not seem good tome. If I get out here and 
gamble, I do not want anybody to take my losses. I do not mean 
that. But when we get in a legitimate business and produce these 
cattle, I think we deserve the same protection of any other line of 
business, I do not care what itis. I think ours is a perfectly legitimate 
business. 

Senator ANDERSON. This letter from the Anderson Cattle Co. at 
Emporia, are they getting along pretty well? He is a pretty good 
operator, is he not? 

Mr. Wituis. Yes. 

Senator ANDERSON. He makes a little money right along? 

Mr. Wituis. You ought to have talked to him last summer. He 
was pulling his hair. He was losing it and he was making it. He was 
up and be was down. He bought a lot of cattle and summered them. 
Last summer I had cattle in Kansas myself and I visited with him. 
He started in in August to run these cattle that he wanted to run on 
over 2 montbs later before he took them off the grass, but he had to 
put them in the feed lot and go with them then and he could not do 
any good then. 

Senator ANDERSON. I understand that perfectly. 

Mr. Wiuuis. Of course he makes money, sure. 

Senator ANDERSON. Other people had the same thing. 

Mr. Wiuurs. Mr. Anderson has made a lot of money or he would 
not have that big feed yard. But he would like to see the thing 
stabilized. [Continues reading:] 

The problem that lies ahead is whether or not we can absorb the production 
as the years come and go with the number of cattle that will be produced based 
on the nunber that we now have on hand. If we could devise so ne method 
where we could reduce the number of cows to a point where the nunber of calves 
born would not be larger than the number of cattle we slaughter each year, then 
we should look forward to a healthy condition in the cattle business. But until 
hat tine, it is a question of the survival o7 the fittest 

Senator ANDERSON. Does he estimate what the calf crop is likely 
to be this next year in his opinion? 

Mr. Wits. No. I have not talked to Mr. Anderson. 

Senator ANpERSON. Do you not think it will run somewhere 
around 32 million or 34 million head? Do you think slaughtering 
will be that high? 

Mr. Wituts. I do not know. 

Senator ANpERSON. If we could have kept up the rate of slaughter 
that was going on when these cattle were being sacrificed, then they 
might have cleared out some of them. But actually the situation is 
that there are a few more cattle January 1, 1954, than there were at 
January 1, 1953. 

Mr. Exuiorr. Senator Anderson, I am sure if we had another 
drought as bad as this past year, there will probably be a greater 
slaughter than we had in 1953, and a lot of fellows hke myself will 
probably be in the slaughter. 

Senator ANpERsSON. 8S. E. ‘“‘Eck’’ Brown won’t. He is the president 
of your association. 
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Mr. Wits. Eck won’t be slaughtered, but he hates to admit 
defeat in the business that he loves as well as he does the cattle busi- 
ness. He would like to see it be a going business as well as the bank. 

Senator AnpERsON. I am not referring to his outside business 
interests, but Eck got out of the cattle business at a very good time 
and got back in in a very good time. He got back in at these very 
low prices last fall. I just wish I had been half as smart as he was. 

Mr. Exxiorr. But he also sold some cattle that lost a lot of money 
last year. 

Mr. Witurs. Eck got in the cattle business and he is reaping 
the harvest off of these poor devils that had to go to town, that did 
not have any feed, and they did not have the financial backing to 
stay. I gotsome ofthe same thing. It is good for me once in a while, 
but I do not like it. 

Senator ANprerRson. Do you not think that we have a very good 
prospect of having other low cattle prices this fall because of the 
drought situation? 

Mr. Wits. Yes, we will. 

Senator ANpERsON. I agree with you, I think the price of cattle is 
likely to experience some bad effects when they feel the effects of this 
drought in the large numbers pretty heavily this fall. 

Mr. Wiuus. I would like to run into a man who does not feel that 
way because I can set him up in business. I have something to offer. 

The CuarrMan. We thank you, Mr. Willis. 

Mr. Elliott, you have Mr. Turner from Florida here. 

Mr. Exuiorr. Yes, sir. 

Senator Hotutanp. Mr. Chairman, Mr. Turner is a citizen of 
Florida from my home county. We have known each other since we 
were boys. He was good enough to serve on the State livestock board 
as an appointee of mine, and as an appointee of some subsequent 
governors. He served both as member and chairman of that board. 
He certainly is an extablished figure in the livestock industry of my 
State and a highly respected one. 

Senator ANDERSON. If he needs any testimony outside of his State, 
T am well acquainted with him also. He is just exactly what Senator 
Holland said, 


STATEMENT OF DAVID C. TURNER, VICE PRESIDENT, CATTLE 
PRODUCERS’ PRICE SUPPORT ASSOCIATION, BRADLEY JUNC- 
TION, FLA. 


Mr. Turner. I thank you, Senator Holland, and also Senator 
Anderson, for those kind remarks. 

Chairman Aiken and other members of the committee, I do not have 
any prepared statement. In fact, [ do not know whether I know how 
to prepare a statement or not. Iam just a Florida cracker down in 
the lower woods of Florida trying to make a living out of the cattle 
business. I have heard all these large figures, talking about feeders, 
and all this, that, and the other, and | probably may be must a little 
confused because we are not a feeder State. 

We try to produce feeder cattle to furnish these feeders from the 
West and throughout that country, of course. Naturally you all 
know that we do not raise much cattle feed in Florida. I have been 
in the cattle business all my life. My father had a few cattle at the 
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time when I was a small boy on up until I was grown and got into the 
cattle business myself. But when I offered cattle for sale last fall, 
cattle prices were the cheapest they have ever been in my lifetime in 
comparison to other commodities. 

We feel that if we continue under more or less a controlled farm 
economy, that cattle and livestock should be included in that program. 
Whether we like controls or whether we like other things, I think that 
today we are probably in a different era to what we have been back 
in the days when we stood up and boasted about rugged individualism. 
I am that same rugged individual that I was 40 years ago. But there 
is no way for me to compete today as I did then. I know that I 
probably sold cattle as cheap as any man in Florida because | have 
them off and sold them for 5 cents dressed per pound. 

But at that time, gentlemen, I was paying a man a dollar and a half 
a day to work forme. I was paying 75 cents to 90 cents for a sack of 
feed to feed my horse. I was using more or less the free open ranges 
in south Florida. I did not have to pay high real-estate taxes. | 
did not have to pay high labor costs. 1 did not have to pay all these 
other high costs that are in proportion today. 

As I say, I believe that Mr. Elliott’s statement has about covered 
the thing. I do not think that there could probably be too much 
added to it. I certainly do not want to consume any more of you 
gentlemen’s time on this committee than is necessary. 

Senator Younac. Do many of your cattle go to feed lots in Florida? 

Mr. Turner. They all go to feed lots, either in Florida or outside 
the State. Of course we have quite a few feeders now that are cattle- 
men within themselves, that has created these permanent pasture 
areas down around what we call the muck area in Okeechobee section 
of the country. 

Senator Youne. Do you feed much grain? 

Mr. Turner. Not much grain. 

Senator YounG. Supposing grain prices were lowered, and par- 
ticularly corn. We might take the extreme. If we cut the price of 
corn 50 percent, feeders could go much heavier in the feeding of 
cattle, would they not? 

Mr. Turner. I would think so. 

Senator Younac. There would be a greater supply then, too, would 
there not? 

Mr. Turner. I would think so. 

Senator Young. And on the supply-and-demand market, probably 
a cheaper price? 

Mr. Turner. Probably so. 

Senator Youna. That would work to the disadvantage of the cattle- 
men in Florida, would it not? 

Mr. Turner. Well, I do not know that it would work to the dis- 
advantage particularly. 

Senator Youna. The more cattle you produce, the more pounds 
of beef you produce, if you have to depend on a supply-and-demand 
market—which I think we are going to have to do—then the scarcer 
the supplies, the better the price. Is that not right? 

Mr. Turner. Yes. But I do not know that we can count on our 
old law of supply and demand too heavily now, Senator Young. It 
seems that our supply is pretty well taken care of by importation 
from other Fat 
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Senator Youna. | am certainly not out of sympathy with your 
argument. I am in sympathy with what you are proposing. But | 
do not see at present any effective feasible way that you can do very 
much to support cattle prices. I think there are a lot of evils attached 
to any kind of Dneibiniend price-support program. The only reason 
I am for them for some commodities is that the alternative I think 
would mean bankruptcy for agriculture. But where it is not feasible 
to support a commodity, I would be most reluctant to go in a very 
large-scale program. I think eventually it might do more harm to 
produce than good. 

Although I do feel that on occasions like last fall, when the prices 
dropped clear out of the cattle market, the Government does have 
to take some drastic action. I think the action the Government took 
in purchasing some 800,000 head of cattle did help materially. 

Mr. Turner. I would think in an overall picture it would help. 
Naturally the more cattle that are killed, the less cattle that are left. 
But it did not do what we pote thought it would. You take in 
our State, for instance. The biggest packers are also the biggest 
cattle people. The amount of contrac ts which we could get downin 
Florida, I think, did not reflect much difference to the regular small 
cattle producer. Is that right, Senator Holland? 

Senator HoLuanp. We had another situation which made for delay 
of the program in our State. There is only one canner in our State, 
and he did not have Federal inspection. For a long time we were 
not able to get contracts in the State for that reason. Obviously we 
could not hope to have canners in Chicago, for instance, buy our 
cattle and ship them all the way to Chicago and can them. 

We finally got an emergency inspection situation set up as approved 
by the Department of Agriculture, which did enable us to participate 
in the program. As Mr. Turner says, our participation in the pro- 
gram was on a much more limited basis than that of other parts of 
the country, partly due to the matter that he advanced, and I think 
due in great measure to the matter which I have mentioned, that is, 
the slowness in getting started in our State. 

Would that be your view about it, Mr. Turner? 

Mr. Turner. Yes. 

Senator ScoorrpeL. Mr. Turner, down in your State you of course 
have a longer grazing period, less interrupted by drought, although 
sometimes interrupted probably by too much rain. 

Mr. Turner. Yes. 

Senator ScHoEPPeL. By reason of that, I presume you did not find 
yourself in the position that a lot of the midwestern area cattlemen 
did, namely, the drought forced them prematurely into the market. 
You had a greater degree of flexibility. You could hold them longer 
there and get a break in the price. 

Mr. Turner. That is correct. 

Senator ScHorepre.. And you were hopeful that it would go up, of 
course. But in many of these other sections of the country, when the 
drought situation worsened, those cattle had to go some place. It 
did glut the market, and, as was brought out here by the gentleman 
testifying now, Mr. Elliott, the packers certainly were not instructed to 
buy them any higher than they absolutely had to buy them. They 
bought them cheaply. 
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There is no question about it. I happened to be one who thought 
we could not offer any help from a Government standpoint. I do 
not mean this as criticism. It is probably an error in judgment. But 
had we required on the part of the purchasers, when the Government 
was purchasing this meat, earlier deliveries, we would have by that 
method, I think, forced up the price differential somewhat, which 
would have been a decided help to the distressed cattle areas which did 
not have the climatic conditions that you people farther south had 
where you could keep them on the ranges longer 

That added considerably to the detriment of the cattle people in 
our local area, or in all those areas that suffered this severe drought 
I share the views of Senator Young that the Government purchasing 
program, taking about three-quarters of a million distressed cattle off 
the market, helped tremendously 

Senator ANDERSON. We did not take that much, did we? 

Senator HOLLAND. 865,000. 

Senator Scuorepre.. | think 865,000 or 872,000 or something like 
that. I may have to be corrected. It is somewhere in that range 

Mr. ELLIOTT. Mr Schoeppel, | would like to reter you to the price 
the Government paid for this canned beef. I bought a 1l-pound can 


of roast beef and gravy. I weighed the contents of that can and 
there were 6 ounces of beef in this 1-pound can of meat and gravy 
The balance was water and gravy I know from experience that when 


you cook meat it will probably shrink a fourth. They probably had 
around a half a pound of beef in this 1-pound can of brown beef and 
gravy. That sold at 39 cents a pound. That made a pound of beef 
bring them 78 cents a pound. 

In other words, you get two 1-pound cans from a pound of beef 
It retailed in stores over the country for 63 cents a pound 

Senator ScHorpre.. That same story went down the line when we 
were selling cattle on the hoof at a very low price. It just seemed 
to take forever to get any reduction at the butcher-shop counter. 
That is where a lot of people have a legitimate right to wonder, 
“How long does it take to filter this readjustment down the line?’’ 

Unfortunately I have never had the complete answer on it. 

Mr. Wituis. Senator, that makes me think of the potato problem. 
I happen to have some potatoes in Colorado. We are shopping every 
place trying to sell those potatoes. I finally talked to the man the 
other day. He sold some at a dollar and ten cents a sack. The same 
day I talked to him I was in Long Island and they are selling the same 
kind of potatoes, 5 pounds for 39 cents. What is wrong there? 

The CHarrmMan. We thank you, Mr. Elliott, and Mr. Willis and 
Mr. Turner. We have taken more of your time than we planned to. 

We will now hear from Mr. Jay Taylor, Amarillo, Tex. 


STATEMENT OF JAY TAYLOR, PRESIDENT, AMERICAN NATIONAL 
CATTLEMEN’S ASSOCIATION, AMARILLO, TEX. 


Mr. Taytor. There have been some serious charges made in Mr 
Elliott’s statement here that we want to refute, if we may. I will 
just hurriedly go through our very brief statement here and tell you 
that we like President Eisenhower’s and Secretary Benson’s new 
farm program and we endorsed it at our annual convention. We 
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want you always to remember, though, as you have known in the 
years we have been coming here, that we are against all controls, 
particularly any price support or control programs on beef. 

We endorsed the Government beef buying. We do not agree that 
it did not help the market. We know that it did help the cattle 
market. You cannot take 865,000 lower grade cows out of any 
market and not help the price. We agree with their statement about 
the losses. 

You know, we actually lost an awful lot of money in the cattle 
markets, and everything they said about that is true. We actually 
produced about 7 million cattle for nothing, if you want to come right 
down to it, when you figure the cost price of cattle today and what 
they were 2 years ago. But in spite of all that, we did not come run- 
ning up here and saying we wanted a Government handout. 

We have had droughts and depressions before and we know we are 
always going to have them. The drought was largely responsible for 
this low in cattle prices. We have been through them and we will 
have them again in the business. 

We got together and instead of erying here to you gentlemen in 
Congress, we organized all of the industry and put on the beef-buying 
campaign with which all of you are familiar. We actually moved 
into market 36% million cattle last year which is an all-time record. 
We have been here this week going over our problems with the Depart- 
ment of Agriculture and all the interested allies such as feeders, 
packers, and retailers, and the meat board of the Department of 
Agriculture. We are getting ready for another great campaign, which 
you will be hearing about. 

We feel that the thing to do with this beef is to eat it and not try to 
store it up. We resent anybody saying this 865,000 purchased-cattle 
program was ahandout. It was handled, as you well know, by section 
32 funds and not one dime of it was appropriated by the Congress here. 
We feel that price supports on cattle would be completely impossible 
to administer fairly. 

How in the world would you grade 94 million cattle? How in the 
world would you ever decide what grade to put on them? Cattle 
sell from 5 cents a pound up to 30 cents a pound today. You would 
have that many different grades in all the markets. 

If you work the supports on cattle like you did other commodities, 
it would not be long until the Government would possibly own all the 
cattle. That is not a silly statement. Just last year they owned all 
the cottonseed in the country. Every ton of meal was owned by the 
Government. 

The thing that is worrying us as cowmen more than any one thing 
is the drought. I live right in the heart of it, Senator Aiken, and it is 
terrible. We are having a duststorm there yesterday and today 
which is the fourth one we have had this year. 

The CHarrMan. Has the Government drought program been 
helpful? 

Mr. Taytor. Yes, sir. They have loaned about $15 million in 
my State of Texas through FHA and it has been very helpful, and the 
feed program has been helpful, too. 

The CHairmMan. Do you agree that the banks are lending less 
money? 

Mr. Taytor. Yes, sir; they are. 
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The CuarrmMan. And we have more cattle? 

Mr. Taytor. And have more cattle? 

Mr. Tayior. Yes, sir; we have a million head more. 

The CHarrman. Maybe you can answer the question which you 
must have heard me ask Mr. Elliott. If we have a million head more 
cattle in the country and the farmer owes less on them, why does it 
not indicate a greater prosperity to the industry? I thik you must 
agree that that would puzzle anyone who does not live in the beef-cattle 
country. 

Mr. Taytor. As a matter of fact, he does not owe less on his cattle 
now than he did. He has been in a squeeze and he owes more money 

The Cuarrman. To whom does he owe it? 

Mr. Taytor. He owes it to the loan companies, the PCA’s, the banks 
and the various lending agencies. 

The CuarrMan. But if they have all been tightening up and not 
lending as much 

Mr. Taytor. It has been a carryover. You only borrow once a 
year on livestock, Senator. You sell livestock normally once a year 
But nearly all the grades of cattle are selling at parity now. You 
would not accomplish anything if you did have a price support. 

The CuarrMan. You mean yearling calves? 

Mr. Taytor. Yes; your good, choice, and prime are selling at parity, 
90 percent of parity right now. The only thing that is selling less than 
that are these old canner cows. I sold some cows last week for 12% 
cents a pound. They were old and they had had a calf every year of 
their lives. The thing is, as has been brought out here this morning, 
a lot of people got into the cattle business and lost a lot of money in it 
and we are sorry about it, but we do not think that that is any reason 
in the world why we ought to have a support price on cattle. 

People will not eat beef if you get it too high. When I was getting 
40 cents a pound for my feeders, you could not find me, Senator 
Young. I was hard to find. We were getting so much money for 
them we just did not have time, and the housewife quit buying our 
product and she quit buying butter for the same reason. 

That is why it was important that we start this beef-selling cam- 
paign. That is why we are organizing it again. We want to sell it. 
We do not want you to store it. There is only 1 pound of beef per 
person in storage today. If everybody ate a pound of beef, tomorrow 
we would not have any storage problem. 

The CuarrMan. As a matter of fact, the records show that during 
last year, month by month, there was less in storage than there had 
been in earlier years. 

Mr. Taytor. Yes, sir; they are eating this beef. We have got a 
market and a demand for it that is out of this world. We need to 
spend more time on selling. 

The cowmen and the feeders never thought much about selling 
meat over the counter. He has been busy running his ranches at 
home. We have got a new day in this business of selling it. 

Senator Younc. Did you say earlier that section 32 funds were not 
appropriated funds? 

Mr. Taytor. They were custom duties which were taken out o 
cattle and cattle byproducts and set aside. 

Senator Youna. They are the custom tariffs on many imported 
commodities, but they are appropriated funds, though. 
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Mr. Taytor. Yes, technically. 

Senator ANDERSON. They are no different from income tax funds 
or any other kind of funds, Jay. 

Mr. Taytor. We did not ask you to appropriate any money. 
Under the law that you set up with 32 funds, it must be used for that 
very purpose. 

Senator ANDERSON. A man from your district, Marvin Jones, is 
responsible for it. But it is not a particle different than if he said 
“We will take this cattle money out of income taxes.”’ It is all the 
came money. 

Mr. Taytor. I withdraw. I was just bragging about not asking 
you for any new money up here. 

Senator ANDERSON. I go along with a lot of things you say, but I 
did not want to get this section 32 thing twisted around to where 
what we do does not cost us anything. When we take $200 million 
out of section 32 funds, it is just the same as if we took it out of some 
other funds. 

Mr. Taytor. I agree with that statement, of course. We have been 
accused by a lot of people of coming up here and raiding the Treasury 
for this money to buy these cattle. 

The real thing that disturbs me is that Mr. Elliott says the American 
National does not represent the cattle people of the country. 

We have been coming here—I personally for 20 years—representing 
Texas and the American National. It is the first time anybody ever 
accused me of not representing my people. 

The CuarrmMan. How many members do you have? 

Mr. Taytor. We have 23 States in the American National setup. 
I have a few gentlemen here with me. For instance, I would like to 
call on the gentleman from Montana. 

Senator Younc. How many members, first, though. 

Mr. Taytor. I suppose we have well over a hundred thousand 
members in the 23 States. In Alabama alone there are 4,200 members. 
You do not think of Alabama as a cattle producing section. They 
are affiliated with us. We estimate well over a hundred thousand 
members. 

Senator Young. How many do you have in North Dakota? 

Mr. Tayior. I do not know, sir. I think probably three or four 
thousand members. 

The CuartrMAN. Do you have members in Missouri? 

Mr. Tay.or. Yes, sir. 

The CHarrMANn. They are a small membership? 

Mr. Taytor. Yes, very small membership. 

The CHAIRMAN. The reason I mentioned that is because I noticed 
the average drought loan in Missouri was around a thousand dollars. 

Mr. Taytor. Yes, sir. With your permission, I would now like to 
introduce these gentlemen. They will give you a little idea about 
the membership in their States. 

The CHArRMAN. Without objection we will insert your statement in 
the record so it may appear in full. 

(The statement referred to is as follows:) 
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STATEMENT OF JAY TAYLOR, PRESIDENT OF THE AMERICAN NATIONAL CaTT! 
MEN’S ASSOCIATION, AMARILLO, TEX 


I am president of the American National Cattlemen’s Association which is 
made up of individual members and 23 State cattlemen’s associations 
At our 57th annual convention in Colorado Springs, Colo., last January we 


approved the following resolutions 


“RESOLUTION NO I rHE FARM PROGRAM 


‘“‘We commend President Eisenhower’s and Secretary of Agriculture Benson’s 
new farm program, recently submitted to Congress, as a step in the right direction 
toward bringing the Nation’s farm economy back to a sound basis: but we 


reiterate our old and long-established policy ag 
endorse this program with the hope that it will eventually lead to complete 
decontrol.”’ 


rainst price supports, and we 


““"RESOLUTION NO. 2 GOVERNMENT BEEF BUYIN 


“The Government’s beef buying program, which has recently come to a close 
after purchases of about 250 million pounds of beef, representing about 865,000 
of the lower grade beef animals, has been of great value to the cattle industry in 
bolstering sagging cattle prices 

“This program, suggested early in 1953 by the American National Cattlemen’ 
Association, is not at the expense of the taxpayer because purchases were made 
(1) with section 32 funds derived from import duties on cattle, beef, and beef 
products; and (2) with a small percentage of foreign aid funds already voted 

‘‘Most of the purchases under this program have been for school lunches and 
the remainder for foreign aid We believe the public benefits by the school 
lunch program and that it is better to send beef than dollars to needy foreign 
nations 

“In conducting the program this year, the Department of Agriculture should 
plan purchases to coincide with anticipated major runs of cows and grass beef 
to market and should avoid contracting for future delivery at a date so distant 
as to encourage speculation on the markets.” 

On January 1, 1952, we had a cattle population in the United States of 
87,844,000 head, valued at $15,722,846,000. On January 1, 1953, we had a 
cattle population of 93,637,000 head, valued at $11,998,139,000, and on January 
1, 1954, we had 94,677,000 head of cattle, valued at the much depressed figure of 
$8,746,058, 000. 

The very significant and shocking information that these figures convey i 
that since January 1, 1952, we have had an increase of 6,833,000 head of cattle 
and a decrease in valuation by the astronomical figure of $6,976,788,000. This 
means that during the past 2 years the cattle industry of the United States has 
not only suffered an inventory loss of approximately $7 billion but has during 
that same time produced approximately 7 million cattle for nothing 

In spite of this depressing picture, the industry has not lost its head, and above 
all, the industry has not run to the Government seeking handouts and subsidies 
It has taken this terrific economic blow on the chin but has kept its head up and 
has steaaily maintained that independent and self-sufficient attitude that has 
been the mark of the cattleman from time immemorial. This is something that 
I, as a representative of cattle people, take great pride in, ana those who are in the 
industrv certainly have the right to feel genuine pride in their achievement. 

Instead of crving about these losses the great bulk of those in the cattle business 
were determined to handle the problems of their industry in their own way and 
through a free market. A great campaign was started within the industry to 
move the surplus meat into consumption; into the stomachs of hungry people 
rather than into dead storage. 

All segments of the industry, producers, feeders, packers, retailers joined hands 
with the United States Department of Agriculture and the National Livestock 
and Meat Board to push beef into consumption. As a result over 12 billion 
pounds of beef was produced and consumed in 1953, compared to 9.6 billion in 
1952 and 8.5 billion in 1951. 

This comprehensive program of beef promotion is being continued and amplified 
during the current vear. 

All this week and next we have been here in Chicago, Denver, and San Francisco 
completing our plans for another great meat educational campaign. Fortunately 
we have a product that nearly everybody likes. As this program again gets 
underway, we hope to see good results from this self-help program. 
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As part of the 1953 program the Department of Agriculture purchased about 
250 million pounds of beef representing 865,000 animals largely for the school- 
lunch program and to a lesser extent for the foreign-aid program. Our resolution 
asks that program to be continued, improved and expanded to help the industry 
move into consumption the burdensome supplies of beef that will, especially if 
drought strikes hard again, appear in the market this year. 

For despite the increased slaughter of 36% million head of cattle in 1953 com- 
pared to 28 million in 1952 the overall cattle population in the United States on 
January 1, 1954, climbed to still another record high of 94,677,000. It is, there- 
fore, quite apparent that slaughter this year must and will be large. Another 
good reason for a nationwide program cn beef. 

Some people have asked the difference between the beef purchase program of 
the Government conducted partially to bolster sagging cattle prices and a price 
support program. 

No stigma need be attached to the emergency assistance programs followed 
during the past year and which we are urging be again conducted this year because 
through these programs the government is furnishing food which is greatly needed 
by individuals and countries which the government is already under obligation 
to help. 

No new tax-eating appropriations have been necessary to carry out these 
emergency programs. A major share of the funds come from import duties on 
foreign products brought into the United States in competition with cattle, beef, 
and byproducts produced in this country. The balance has been taken from funds 
previously designated for foreign aid. 

With the exception of a moderate supply of beef intended for consumption by 
school children during this vear there was no accumulation of beef in storage 
because of this program. Compare that with butter, wheat, corn and cotton in 
storage. 

To determine whether or not meat prices are high or reasonable, comparison 
with the prices of other commodities must be made. At no time in our history 
would an hour’s work buy as much beef as it now will. At no time in our history 
would a pound of beef barter for less bread, clothing or any other essential com- 
modity than it now does. When compared to other essentials, and to wages, 
beef is cheaper now than it has ever been in our history. 

Due to the complexity of the beef cattle business, it is probably the least adapt- 
able of all agriculture, or for that matter, all commodities, to price supports and 
production control regulation. Calves are often born in one State, pastured in 
another, fed out in still another, slaughtered in a fourth State and the beef marketed 
a thousand miles away, with a change of ownership between each stage of produc- 
tion and marketing. 

On the ranches, at the auction markets and in the stockyards cattle sell at every 
5-cent notch over a spread of more than $20. Cattle cannot be produced to speci- 
fications and the various grades and classes are a matter of highly skilled judgment 
that cannot possibly be written with any degree of success into a Government 
regulation. ‘This was conclusively demonstrated in the singularly unsuccessful 
efforts of OPA and OPS to write workable regulations for the industry. 

Furthermore, ranch land is only ranch land. It serves no other purpose. When 
wheat, cotton, corn or other farm products are limited by allotments that land 
excluded from the program can be planted to some other crop. But ranch land 
has no such versatility. It would have to lie unproductively idle. 

We sincerely feel that price supports on beef cattle would be completely impos- 
sible to administer fairly and adequately. Price supports won’t work for the 
cattle business. How would you grade 94 million cattle? If the cattle support 
law would be administered like other support laws, the Government would have 
to advance the full support price to the owner and take over the cattle. 

It wouldn’t be long before the Government would own all our cattle. This is 
not a rash or exaggerated statement. Last year the Government owned every 
ton of cottonseed meal in this country. Look at how much wheat, corn, cotton, 
butter they own now. You talk about butter and potato losses. That would be 
nothing to what they might lose on cattle. Where would you store surplus beef? 
Would Congress appropriate the billions of dollars necessary to administer such a 
program? 

No cattleman in his right mind would tell you he is not worried about the 
drought. I live in the heart of it. I have seen the 3 big, devastating, dust 
storms that have swept over the great plains of Colorado, Kansas, Oklahoma, 
and Texas in the last 3 weeks. Thousands of acres of farmland have been swept 
clean, fences torn down and millions of dollars of damage done. 
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On one ranch in southwest Texas constituting about 265,000 acres, there is not 
a single head of cattle and there cannot be one placed on it until rains have 
fallen and grass has developed. Unfortunately, in such areas grass roots have 
died and it is going to take a long, long time for that area to recover and to again 
be the highly productive factor that it once was. We need rain more than 
anything else. Without rain the entire cattle industry may suffer from liquida- 
tion of those cattle in the drought area. 

The Benson farm program is a step in the right direction. Cattlemen are 
caught in the squeeze of high supports on feed stuffs and high costs on everything 
they buy to operate their ranches 

Cattlemen are large taxpayers and they can’t understand what good the paying 
out of $400,000 per day for storage of the basic commodities is doing the farmer 
If this large sum plus all other costs, such as deterioration, freight, 


inspection 
and supervision was given to the farmer in the form of reduced taxes he would 
certainly be better off financially. We don’t want less for the farmer and cattle- 
man, we want more, but we don’t want it in the form of a Government subsidy. 
We want to earn it ourselves in a free market. 

Senator ScuonpreLt. Mr. Chairman, unfortunately I have an ap- 
pointment. I regret | cannot stay and I want to be excused. I will 
read this record. 

Mr. Taytor. I would like to call on Mr. Marble from California 
first because it was said here that these cattlemen did not have a 
chance to vote on whether or not they wanted support prices. 

The CHarrman. Mr. Marble, we will be glad to hear from you 


STATEMENT OF JOHN M. MARBLE, CHAIRMAN, MARKETING COM- 
MITTEE, AMERICAN NATIONAL CATTLEMEN'‘S ASSOCIATION, 
CARMEL VALLEY, CALIF. 


Mr. Marsue. Chairman Aiken and members of the committee, my 


name is John M. Marble. I am chairman of the marketing committee 
of the American National Cattlemen’s Association, and a cattle pro- 
ducer in Monterey County, Calif. 

The California Cattiemen’s Association has 2,650 members com- 
prised of beef-cattle producers and beef-cattle feeders. ‘The composi- 
tion of this membership is significant in that 54 percent of the total 
membership has 100 head or less of cattle. Those having more than 
100 head ot cattle represent 40.5 percent of the total membership, 
associate members who own no cattle represent 5.5 percent of the 
total membership. 

During 1953 the California Association polled its membership by 
written ballot on the question of price supports for beef cattle. Forty- 
seven percent of the members cast their ballot in this poll. Of the 
1,253 members voting, 76.9 percent were against price supports for 
cattle; 11.7 percent favored price supports; 11.4 percent of those re- 
turning questionnaires did not vote on this question. 

In reply to the questionnaire, each operator reported the size of his 
operation. The vote in each size group was overwhelmingly opposed 
to price support. It is significant, however, that those members 
having 100 head of cattle or less had a higher percentage voting against 
price supports and a lower percentage voting for price supports than 
those having over 100 head. 

Forty-six of the 147 members recorded as favoring price supports 
for beef cattle appended comments indicating that they favored such 
support only so long as basic agricultural commodities are supported. 
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The California Cattlemen’s Association along with other segments 
of the industry is aggressively engaged in a producer-sponsored beef 
merchandising and educational campaign designed to show the house- 
wife how to obtain greater value for her meat dollar and to put present 
large beef supplies into the stomachs of consumers rather than into 
storage 

This and other similar campaigns carried on cooperatively with the 
processing and distributing branches of the industry and supported 
by the press, radio and television, as well as by the United States 
Department of 
partially responsible for the alltime record per capita beef consum 
in 1953. 

The California association believes that Secretary of Agricul 


\ori ‘ulture and State extension services, are at least 


ture 
Benson's approach to the agricultural problem is basically sound an 
that his leadership and the wise counsel and judgment of this Cor 
gress, together with the cooperation of producer groups, will result in 
the formulation of a national farm policy which truly reflects the long 
run interest of agriculture and other producers, as well a 
sumer. 

Senator Aiken, I have here a detailed analysis of 

Senator AnpeRsSON. When was the poll taken? 

Mr. Marste. It was taken last July, about 
cattle prices 

The CuarrMan. Did you simply ask them if they wanted Govern- 
ment price supports or not, or did you ask them whether 


’ 9 
- = a. Y 3 >» | 
supports at any specific level 


the 
Senator ANDERSON. ( ould we see what 
Mr. Marsue. Yes, I will find it here; 
Senator ANDERSON. What vou said about 
wanting supports does not completely che 
New Mexico 
Mr. Taytor. Eve 
out, Senator That e su ising t 
Senator ANDERSON wel to a mee 
cattle men. Thev were almost unanimous fo! 
Then you a8) the New Mexico Cattle Associati 
unanimous the other way. So there is a diff 
op ration. 
Mr. Marsue. There were thr 
Do vou favor price supports for cattl 
2 Do you favor he avier Govern! 
the cattle market? 
Do vou favor no h lp of any 
Then there was a space for remar! 
by size and by countv. There was a vé 
"Ser ator ANpEPSON. Those are vi 
The CHAIRMAN. Do vou 
Mr. Marsupe. I would | 
The CHAIRMAN. We 
such parts of it as may rtine? he subie 
Mr. Taytor. I would like to ask Mr.G.R burn to come up next. 
Mr. Milburn is president of the Montana Stock Gr ors Association. 
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STATEMENT OF G. R. MILBURN, PRESIDENT, MONTANA STOCK 
GROWERS ASSOCIATION, GRASS RANGE, MONT. 


Mr. Mitsurn. Mr. Chairman and members of the committee, my 
name is G. R. (Jack) Milburn. I live on a ranch at Grass Range, 
Mont. I was born and raised in Montana, spent my entire life there 
with the exception of a couple of vears 1n the service during the First 
World War. | have spent every year and every day on a ranch sinc 
the First World War. 

The ranch I represent makes its entire living off 
I myself am a partner in the rane! 

The CHAIRMAN. How many head do vou rul 

Mr. Miupurn. We are wintering 1,400 head of cattle. I repre 
sent approximately 5,000 members of the Montana Stock Grower 
Association. The Montana Stock Growers Assoc ation was organized 
in 1885 and has been in existence ever since. Our membersh p voted 
on a poll similar to the California questionnair In fact, we used the 
exact same questions. Our results were 8 to | Opposing price suppor! 

Senator ANDERSON. How representative is your group of all the 
cattle people m your State? 

Mr. Mixipurn. Senator Anderson, I have a telegram from our secre- 
tary, Mr. E. A. Phillips, that I requested of him yesterday which I 
should like to read and insert. It is just a short telegram. 

The CHarrRMaNn. Very well, go ahead. 

Mr. MiLBurn (reading 


) 
1 and I have no othe: 


9» 


In recent poll conducted by Montana Stockgrowers A 
from everv Montana county, 466 voted against Go 


59 voted for. Estimate membership, Montana Stockg 
sents 1,400,000 of Montana’s 2,200,000 cattl 


The membership represents about two-thirds of the cattle number 
I might say that 80 percent of our members own 200 cattle or le 
I think that this is not only the vote of the stockmen taken this last 
fall, but at our annual convention in Missoula, Mont., in May, we 
passed resolutions that supported Mr. Benson’s farm program and 
we went op record opposing price supports 

At that convention there were 1,200 people, a pretty good repre 
sentation of our membership. I might say that our memberships are 
paid-up, active members and not carried over if they have not paid 
their membership dues. 

I ihink that the majority of t 
old-time stockmen, legitimate stockmen, in Montana 
just a word in regard to the veterans. We ar very much cor 
cerred about these high -priced loans to the GI’s that came back from 
the war. We tried to check them and stop them because we felt 
they were out of line. But I think, and we all feel and have told the 
bankers and the loaning agencies, that it is up to them to carry them 
through tl is emergency as it was their encouragement to extend those 
loans at a time when prices were high. 

Senator ANDERSEN. Have you not had a pretty good response from 
the banks on that? 

Mr. Miispurn. The banks did very well in loaning this money, but 
they are checking up. 

Senator ANpERSON. I am talking about carrying them. It is 
easy to loan it. 


he memb« rs of the stock crowers art 
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Mr. Mitsurn. They are not carrying them all. They are getting 
to be tough with them and they are not making any new loans and 
they are reluctant to carry some of them. In a few instances they 
are trying to clean up the loans with some of these veterans. 

Senator ANDERSON. You mean their picture is a rather uneconomical 
one because they got in at too high a level? 

Mr. Miisurn. Yes, sir. 

Senator ANDERSON. I am trying to find out this: Are the banks in 
your area or the other loaning agencies taking pretty good care of 
the people who have been in the cattle business a reasonable time 
and who are in a legitimate business? 

Mr. Mitsurn. Yes, I think they are. For one thing, we have not 
had a drought condition up there. 

Senator ANDERSON. I congratulate you. 

Mr. Miisurn. We have had dry conditions, but we have not had 
what we consider a serious drought condition. But we have expe- 
rienced dry conditions, and the ranches of Montana survived and | 
think these good old Montana stockmen, legitimate stockmen, are 
ready to take another licking if necessary. Very few of the ranches 
made any money last year. But they feel they can survive the 
present conditions. We do sympathize with those in the drought 
areas and hope that, if it is necessary, the Government will take some 
action in their behalf. 

The CHarrman. Thank you, Mr. Milburn. 

Mr. Taytor. The next is Mr. Don Collins, who is vice president 
of the American National, from Kit Carson, Colo. 


STATEMENT OF DON COLLINS, FIRST VICE PRESIDENT, AMERICAN 
NATIONAL CATTLEMEN’S ASSOCIATION, KIT CARSON, COLO. 


Mr. Couurns. Mr. Chairman and members of the committee, my 
name is Don Collins. I am the first vice president of the American 
National Cattlemen. I am also a rancher and cattleman myself 
I happen to be in the banking business in the little town of Kit 
Carson, Colo. 

The CuarrMan. Is that near the Kit Carson Forest? 

Mr. Couurns. No, sir. We have no trees there at all. 

Senator ANDERSON. We have the Kit Carson Forest in New Mexico 

The CHarrMAN. Some of the members of this committee visited 
the Pike National Forest in Colorado last summer. 

Mr. Cotuins. I want to say I have been in the cattle business myself 
ever since I was a boy and my father was in the cattle business since 
1880. We moved to Colorado in 1907. We have been affected by 
the drought—not as seriously as Mr. Taylor is in Texas—but we have 
had some very serious droughts. 

I have been long enough in the cattle business that I, like all cattle- 
men in the late twenties and the thirties owed a lot of money and 
finally got out of debt and made up my mind that if I ever got out of 
debt, I was going to try to keep from going back in. So during the 
war when we sold calves from 35 to 40 or 42 cents a pound, most of the 
ranchers in our community prepared for the rainy day which we are 
having now. 

I would like to mention the membership in Colorado. I used to be 
on the board of control of the Cattlemen’s Association. We have 
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about 5,000 members. Last summer we did have a little discussion 
and quite a lot of static over price supports. So late in the fall we 
had a meeting at Craig and we call in all our members, all that we 
could get there, and they sent in proxies. 

Colorado went about 8 to 1 against support prices on cattle. That 
is about all I have to say. I rather resent oilmen being in the cattle 
business. I do not have any oil wells and I would venture to say 
that out of these 5,000 people in Colorado, that there would not be 
10 or 20 of them—not percent but just a very, very few people—who 
are connected in any other business but the cattle business. 

The CuHarrMan. Did not the so-called cattle caravan originate in 
your country? 

Mr. Couuins. I do not know as it originated there. Some Colorado 
men were very active in it. 

The CHarrMAN. You evidently do not feel they were representativ 

Mr. Couurns. | for one personally do not 

The CuarrMan. We thank you, Mr. Collins 


Mr. Taytor. Senator, the next gentleman needs no introduction 
to you or anyone else. That is Judge Montague from Texas 

The CHarrRMAN. We have seen him frequently since | have been 
here in the last 14 years. | expect to see him thos f us who stay 


here—for another 14 years. 
Mr. Taytor. I hope so. 


STATEMENT OF J. G. MONTAGUE, TEXAS AND SOUTHWESTERN 
CATTLE RAISERS ASSOCIATION, FORT WORTH, TEX. 


Mr. Montague. I hope so too. Mr. Chairman and members of 
the committee, as you know, I represent the Texas and Southwestern 
Cattle Raisers Association, which, I take pleasure and some pride in 
saying, is the oldest of all the cattle organizations in the country. It 
was organized in 1877 and has been active very year since then. We 
have a membership of actual cattlemen between 10,000 and 11,000, 
actual ranch operators. Most of them live in Texas. We have in 
the group around 1,200 or 1,300 in Oklahoma, some 300 or 400 in 
Kansas, and a couple of hundred in Missouri, right at 200 last time I 
checked. 

We have membership actually in a great many States—lI believe 46 
of the States of the Union and 16 foreign countries, people who own 
an interest in ranches in Texas and in our area—'Texas and Okla- 
homa primarily—who maintain their membership in the association. 

That organization is very strongly opposed to the program of 
price supports for cattle. It has been opposed to it always. We 
cannot see any way in the world such a program could be operated 
I do not intend to criticize the plan that is offered here, but in my 
judgment it would be wholly unworkable. 

There is one statement that was made today in Mr. Elliott’s 
statement that I want to refer to, though. He says something about 
some witnesses having come up here several years ago, about 3 years 
ago it is now, and made themselves ridiculous before the committee 
by giving this committee—and you two gentlemen were both on the 
committee at that time—some figures with reference to costs of pro- 
duction. Those were my witnesses. They were witnesses from my 
organization that I represent. Instead of being ridiculous, those 
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witnesses were put hi hly anne by this committee when they 
completed their testimony by all of you gentlemen compliment 
them upon the detail of their stateme a and as to its accuracy. You 
all remember that Mr. DiSalle, who was then Director of the 
OPS, promised the committee that he would challenge these state- 
ments that were made with reference to costs of production and ref 
them and he never at any time offered the slightest evidence to the 
committee reluting any statemert that was mad 

Those figures remained unchallenged until today. Those state- 
ments were made by some gentlemen who are not ridiculous pe ‘ople 


wr 


Mr. Jack Roach, the president of our association today, he was the 
vic e president, was one of the gentlemen whom they say was ridiculous. 
Mr. C laude MeCann, of Victoria, former president of the association, 
was anoti 

Thomas ieee , a very small operator from up in northern Texas 
wa came, and Ray Willoughby who was at that time president of 
the association, — a sheep and a cattle operator—and he is now 
president of the National Wool Growers Association—was the fourth 
man who testified on that point. Those gentlemen are not ridiculous 
people, they are very sincere and were very accurate in their testimony 

So I want to call your attention to the inaccuracy of that statement. 

Senator Young, you asked a question today that I would like to 
attempt to answer. You referred to something about the price of 
corn and its relationship to cattle. I want to make this statement 
Low-priced corn in the history of this country never meant high- 
priced cattle. 

Senator Youna. I would like to have you answer this. This is a 
statement by True D. Morse, Under Secretary of Agriculture. He 
Says: 


About half of the corn that is fed is sold as pork. Hog prices a ho price 
support. Yet the principal feed grain for hogs has carried a high rigi 
support It is t tuation that has encouraged the present doles of 

le the housewives are paying over 119 percent of parity equivalent for bax 
ham, and pork product 

Mr. Morse is saying, and J think Secretary Benson agrees with him, 


that bigh corn prices hav: £ coscined | in high hog prices. Do you believe 
the conan ry is true now, that high corn prices result in low cattle 
price 

Mr. Montaaue. No, it is the very opposite. The very opposite 
is true. 

Senator Young. You mean higher corn prices will result in higher 
cattle prices? 

Mr. MontTaau That has been — history of the country. 

Senator YouNG. ae agree With 1, there is no argument. 

Mr. Montaaue. That has been the history of this country. With 
reference to the support prices on livestock, Senator Anderson will 
recall this situation very, very well. In the winter of 1943-44 when 


there was a supp rt price, or rather a pegged price on hogs, that price 
had been promised to the hog producers in the spring of 1943 in order 
that the Government could get more pork. That winter, late in 


December 1943 and January 1944, you will recall that there was a 
122 million pig crop that year. There was a tremendous rush of pigs 
to the market. It was so terrific that the markets could not possibly 
handle the supply. 
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Senator Younc. What year was that? 

Mr. MontaaueE. In the winter of 1943—44 

‘ = rT’ ' ' . 

Senator Youna. That was the result of a price-support progra 
on hogs? 

Mr. Monracue. That was the result of a price-support proer; 
on hogs at that time. Marvin J Ss. who \ then War Fo 
Administrator, asked me just as an individual ve happened to be 
very close personal friends—if I would ma 1 trip out rouch the 
marketing area and see what was volng on oO the larkets and report 
back to him what I found. 


| found in numbers of markets, for instance, Peoria, Tll.. there was 
1 1 ] ] 


. , + | { f 1 
a lineup there 54 mues long ol trucks, wagons, a few of them ev: 


think of trying to get to the market with hogs. We do not want that 
to happen in cattle. 

Senator Youna. I think you probably misunderstood me. I was 
not arguing a case for price supports for hogs 

Mr. MontraGue. I know that. We could not want that situation 
to happen today. 

Senator Youne. What I was trying to argue is that a cheap feed 
price results in increased beef and pork and other meat products 
My own State is a good case. Right now the farmers on our side of 
the line and Canadians are hauling over to the United States barley 
and rye, filling up all our storage that we might have available. As a 
result we have cheap feed prices. The only alternative for a North 
Dakota farmer—and I do not think we can ever get much import 
protection on Canadian grain—is for our farmers to raise more cattle. 
feed more cattle, and more pork, and on my own farm we have doubled 
our cattlefeeding operations this year. 

If you are roing to have cheap feed prices, you are roing to have 
more feeding, more supplies, and usually cheaper prices. 

The CHAIRMAN. As a matter of fact. | think we all frequently 
make a mistake of assuming that when grain supported at any 
percent of parity, that it is sold at that level. But when feed which 
froes into dairy rations and cattl feed is bought on. the open market, 
you find your corn and wheat supported at 90 percent of parity are 
locked up in the Government lockers, and the feed sold on the open 
market, if I am correctly informed, has been selling for around 75 
percent of parity instead of 90 percent. The average market price 
of wheat is only 83 percent of parity and the average price of corn is 
only 79 percent today; is it not? Those averages include corn and 
wheat which are sold at 90 percent 


old buggies with hogs in them, every kind of conveyance you could 


So the average feed grain, I expect, is bought on the market for 
nearer 75 percent of | arity than it is 90 percent 

Senator ANDERSON. Was that not what Secretary Morse was trying 
to say, that as long as the farmer could sell his corn to the Treasury, 
he was not going to bother to put it into hogs, therefore we had a 
scarcity of hogs and the price was high? 

Senator Younc. Would it not work the same way on cattle if they 
put their corn in the erib? 

Senator ANDERSON. Are they not doing it? { have a cousin who 
is farming in Iowa. He is not buying any cattle 

Senator Youna. It would have a wholesome effect on the price of 
cattle, though, would it not. the same as hogs 
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Mr. Taytor. Cattle only consume about 14 percent of the corn 
crop. 

Senator Youna. You are not too concerned about price supports 
for other commodities. 

Mr. Taytor. No, I am not concerned about them. 

Senator Youna. I would not think you would be. I think Secre- 
tary Morse is right. More of it is going into storage and it has resulted 
in less feeding and higher prices. I think the same thing is true of 
cattle to some extent. A large part of our beef supply is produce ‘ed by 
feeding operations, as you know. The cheaper the feed price, the 
more is going to be fed and the more meat supplies you are going to 
have. 

Mr. Taytor. Senator, we do not want less for farmers and cattle 
men. I hope no one thinks that. Wewant more. We just want to 
earn this money ourselves in the free market without Government 
supervision and Government price supports and regulations. We 
realize that we have got a big job to sell beef to the housewife at a 
price that she will buy it. 

When you get beef too high, they quit eating it. We did not want 
to get in that position. We want to furnish them all the meat they 
can eat at a reasonable price so we can make a profit. 

As I told you, I sold some yearlings the other day for 21 cents, and 
they made money. The man who cannot raise cattle and sell them 
for 21 cents—in my lifetime I have sold a lot less than that. Our 
trouble is the drought. 

The CHairMAN. Twenty-one cents is parity, of course, is it not? 

Mr. Taytor. Of course it is. Our trouble is the drought. 

The CuatrmMan. The low prices paid for poorer grade cattle today is 
bringing the total average price for beef down. 

Mr. Taytor. You might be interested to know we agreed with Mr 
Elliott’s statement about the canning program. We have been out 
this week going over thoroughly with the Department of Agriculture 
people about our objections to the last program. We believe that 
selective buying should be done so that Florida and Texas and every- 
where else, the west coast, should get in on the purchases if and when 
we have another cattle-buying program. We believe there should be 
no lag. They have assured us that they have a plan pretty well 
worked out to the point where that will not happen again. But it 
was a hurried-up program last year and I think it did very well in the 
short time that it took to do it. 

The CHarrMAN. You think the program should be about the same 
size this year perhaps? 

Mr. Taytor. Yes, sir, I do. 

That about winds up our story here. 

Senator ANDERSON. What is happening in the cattle slaughter 
program thus far this year? Is it keeping up at all? 

Mr. Taytor. Yes, it is keeping up pretty well. 

Senator ANDERSON. Compared to 1953? 

Mr. Taytor. It is down some. 

Senator ANDERSON. It is down quite a little, is it not? 

Mr. Taytor. Not a great deal. I saw the figures the other day 
and I was surprised. 

The CHarrMaN. Slaughter of beef in 1953 was around 25 percent 
above 1952, which was an enormous increase. 

Mr. Taytor. We killed 36% million last year, and ate them all, too. 
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Senator Youne. Under Secretary Morse has some good figures in 
this Chicago speech W hich lw yuld like to put f ( raons 


Beef cows increased 6 percent last year. Steers 1 vear old and older 
decreased 1] percent Milk cows and heifers, 2-year-olds and older on 
farms, January 1, 1954, were 3 percent more than a vear earlier. Hog 
numbers dropped to the smallest number since 19 wn nt 
in l year. Stock sheep daeciined 3 per it ] +t affac a de- 
crease of | percent in livestock DO : I 

The CHAIRMAN. I think you have got to take the tot vestock 
numbers into account, because of course while peopl ‘reasing 


their beef consumption, we did accumulate quite a little cl 


Mr. MonraGue. Senator Aiken, with reference to vo lestion on 


y ii t i 
debt, sometime back I did a littl Ork ¢ tha l { ind out 
what that situation was While the total amoun dness 
that ranchmen owe on their hi tock today is | ;, the 
ratio of debt to the present \ lue is higher tha l ratio W 


The CHarRMAN. That is easily understood But t tal dept 
less? | 
Mr. MontTaaueE. Yes, sil 


Mr. Taytor. Senator, to sum up here, I would | to say that the 


cattlemen have heen coming to th s room and aroul this ft rhe nen 
Senator Anderson was chairman and since you have been, and many 
others. We have always received very courteous treatment. You 


have seemed interested in our problems. 

So want to thank vou for letting us talk to you here today. We 
good for agriculture. We are delighted to have this chance to have 
our say here before you. 

The CHAIRMAN. We appreciate very much having something like 


know that finally alwavs out of this committee sa plan that is 


we 


that said about us once in a while too. We thank you all for 
because we like to get all sides of every story a ich as possible. 
Unless there is something further to discuss, the committee will 
now recess 
(Whereupon, at 12:45 p. m., the committee adjourned 


coming 











(Letter and statement filed b senator rign from H. B 

Arnold, Arkadelphia, Ark.: 
LRKA E \ AY i} mober 4, 1993 
Senator J. W. Fu.srieut, 
United States Senate O flice Bu ling, Washington, D. C 

DeaR SENATOR: As you are aware of the fact that wv vestock raisers have to 
pay a& parity, price prop, subsidy, or what-not, on eve I that we u ve 
believe that we should be put on an equal basis with all ot producers « ‘ r 
Consequently we, who are trying to make a living from our calf crop, want a 
guaranteed price on same 

Somehow Congress, through oversight, or on purpose 1 two k 1s 
of cattlemen, one who is trying to make g at sa und 1 ) pay 
an income tax, al d the other who is in the cattle business » Keep [rom paying 
an income tax And those who are in the cattle bu to keep from paying 
an income tax are very much opposed to a parity o ‘ 


Enclosed you will find my perso 
our present plight Also I would 
however, it may contain some idea 





any i attlemen 

at heart 
In the event vou do not intend to take an active part in | ition of kir i, 
please see that this proposal is given to the Senator or Congré un who intends 





to take some action on this matter 
With kindest personal 1 
Your friend, 
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MONDAY, MARCH 15, 


Unirep Sr 


COMMITTEE ON AGRI Li 


The committee met, pursuant to rec 
Senate Office Building, Senator 
presiding. 

Present: Senators Aiken, 
and Ellender. 

The CHarrMAN. The comn 
tinue with the hearings on S 
with particular respect to dair 

This morning we are very gl: 
Waltz, president of the National 

Mr. Waltz, will you come forward? 


STATEMENT OF RUSSELL S. WALTZ, PRESIDENT, AND WALTER P. 
COTTON, DIRECTOR OF ECONOMICS DIVISION, NATIONAL 
MILK PRODUCERS FEDERATION 


Mr. Watrz. Senator Aiken, I have 
that I would like to read. 

The CuarrMan. Your statement is not as form 
I note two-thirds of it consists of exhibits, which 
will be printed in the record with your testimon) 
to reproduce them. 

There may be some that we will not be able 
forth in your statement. 

Mr. Wattz. My name is Russell S. Waltz 
United Dairymen’s Association of Seattle, Was! 
the National Milk Producers Federation. 

The federation is an organization made up of approximately 460,000 
dairy farmers residing in 46 States These fart rs, through their 
cooperatives, market over 22 billion pounds of whole milk equivalent 
annually or more than one-fifth of all the milk and cream leaving farms 
in commercial channels. 

The purpose of my testimony is, first, to explain to this committee 
a plan of self-help for the American dairy farmer, and to discuss other 
urgent dairy problems. 

The self-help plan would relieve the Government of such expendi- 
tures as it now makes from time to time with respect to losses on dairy 
products acquired under the present authorized price-support pro- 
grams, 
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The CHarrMan. Can you tell us offhand what is the total amount ] 
of milk arketed through all cooperative organizations? 


Mr. Waurz. I do not have that statistic in mind. Do you have it, 


Mr. Corton. W do not have an estimate of total milk markete 

through all cooperatives. We feel that we represent by far tl f 

majority ol the cooperative associations. 

The CHAIRMAN You think then that two-thirds of the m 

marketed is through proprietary operators? C 
Mr. Corron. Our member producers produce a little more tha 

one-fifth of ¢ Il mil proauce d The other is either prod iced by ind 

pendent producers or members of cooperative associations that ar 

not members of the federation 
Th CHAIRM N. You would not want to even estimate ho yom ic} 

of the total production is marketed through cooperative organizations , 
Mr. Corron. No, sir. r 
The CHarrRMaAn. We will go on ‘ 
Mr. Wauttz. We have been developing this plan for several vears 

in an effort both to simplify it and to make it practicable. 


I wo ild lil e permission to file fo) the record of the hearin ra COp 


of our proposed bill, which has been printed in booklet form. 
The CHAIRM IHlas that been revised since the original printing, : 
which I received in September? 
Mr WALTZ. Yes We have a revised issue dated March, thi 
cony h i It 1 thn ne as the othe vith the exe ption of some 
ables and comparisons in it which have been brought up to d 
The text of the pamphlet is identical otherwise. - 
The CHarrMAN. We might insert in the record the text of thi 
propose I] ome of the other explanations and discussion yo 
fare coverin aily W \ 
Mr. WaALtTz Chat i right. 
The CHAIRMAN Would the immary of the proposed bill be better I 
Mr. Wautrz. The summary beginning on page 12 is excellen 
Senator, and it easy to read. It quite adequately covers the bill 


l 


The CuarrMan. | think if we print the summary of the proposed ( 
bill he re 1 that the ‘obably will be ‘e understandable 
iil in the record thi lat probably will be more understandable to 
more people than the bill itself. 


Mr. Waurz. I believe that is correct. 


1" ’ P } 9 
(The document referred to is as follows:) ; 
{ 
SUMMARY OF THE PROPOSED BILL 
Following is a mimal of the principal points of the bill, which if iacted 
would be known as the Dairy Stabilization Act of 1954.”’ 
P poses of t e act 
(a) To provide an adequate, balanced, and orderly flow of milk and dair 
prod cts in interstate and fore commerce 
lo promote t fective merchandising of milk and dairy product 
To protect tl ecurity and welfare of the Nation by maintaining adequat« 
domestie production and dependable, balanced supplies of essential foods 
Te S abi 1ze price ol } I ana dairy pr i iCLS a levels wi ich wou i provide 
fair returns t iry far 3 
e) To provide for the financing of the program through a stabilization fee to be 
colle te 1 fr I dairv ta ers 
(f) To protect consumers by maintaining a stabilized, adequate supply of milk 
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rislative basis of the act 








icts are an importa r Nat 's total 
n and 1 ' f \ i volfar 
uf 1 \ [ i i I ‘ ce 
n comme ce In t f a sient: 
. ta sltert of 
iV hig! to e I ro 
Che stabilization program we l apy tot é Sta und »D of 
Columbia. 
It would apply to milk and butterfat and e4 Lu iy variou 
grades and classificatior 
It would be based on a marketir ar b nit \y f i i 
VW t stoch till would be } » ON 
Che surplus dairy products ov 1 by Commodity Cred ( pora hen 
the stabilization program wet! nto effect uld be se ands of 
that corporation. ‘The same rul yuld apply to sury | juently 
removed from the market and consigned to Commodity C1 pora n to 
offset imports or to compensate tor Cc used i prod { ! the 
diversion of controlled acres inese stocks would | ( | fa plus 
outside the ord | fd T ( ad 
In « mating dd ind fo t I i 
by ( mmodity m { } 1 } : 
Federal Dairy Boar bye ’ . id 
assume responsibility for all surp produc f | } i f 
its own program: but it would not be OI f ry 1 ler 
prior programs nor for those resulting from Gover nol respe Lo 
mpor und « itrolled pro Lu ( oto er co lit 
T} setup of the Dairy Stab > Bo j 
The propo d stabiliza n pr i l i! l Dairy 
Stabilization Board. It would Presid 
from nominee elected by | Board 
or to vote for nominees, a m producer w 1 hay ized at lea LUO 
months a vear in the lling of mil rr bu rfat on a al ba Che 
Board would be composed of milk producer ind office i ploye 
of farmers cooperative ass | Secreta \ re W i be 
represented on the Board thr 
The Secretary of Agricultut ould set up 15 I rv distri giving 
consideration to complet ge raphieal re presenta portance [ 
dairying in each district 
Kach district would have one member on t Board Three candidat vould 


be nominated by the milk producer the district | P lent would then 


select 1 of the 3 for appointmer 
elections for the selection of nor 
consideration would be given to set 
forms in which milk and its prod 


Board members would serve f » staggered that 5 nbers 
would be elected every 2 year 1 e a per diem of 





$50. but not to exceed a total of 


Meetings of the Board 
The Board would meet quarterly and at other times upon call of the chairman. 
The Chairman of the Board would be selected by t s;oard and would serve 
for a term of 2 vears 
The Board could select an executive y 
The Board could provide a per diem for members of the ex ve committee in 
addition to their compensation as member f the Board 





Powers, liabilities and authority of the Board 


The general powers and liabilities of the Board would ir to those of tl 
Commodity Credit Corporation 

The Board would be authorized to acquire, handle, and dispose of milk and 
dairy produets It could conduct its operations through its ow! aff or through 
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the rd 
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Sales or gifts for other pur yoses, Such as export or relief, would t be restricted { 
by the ac I 
The Government would give consideration in its relief programs to obtaining il 
dairy products from the surplus holding pool 
A lvertising and researc! t 
The Board would be authorized to promote and levelop new and expar led 
outlets for milk and dairy products and to conduct, finance, and cooperate in 
programs of advertising, research, and other marketing activities 
Losses sustained as a result of imports | 
To the extent that imports contributed to the amount of surplus dairy products ’ 


which the Board was required to remove from the market in order to stabilize 
prices, the Board would be entitled to turn over to the Commodity Credit Corpora- 
tion an amount of the domestic surplus equivalent to the amount of such imports 
Losses sustained by the Board as a result of such imports would be repaid by the is 
Commodity Credit Corporation. 
Losses sustained as a result of Government progran 

In the same manner, increased purchases made by the Board as a result of in- f 
creased milk production due to diversioa from controlled acres or controllcd com- 
modities would be turned over to the Commodity Credit Corporation for disposal 
as surplus. Losses connected with such transactions would be paid by Com- 
modity Credit Corporation and charged against the support programs of the s 
commodities from which the diversion occurred. 


Costs of operating the program I 
The cost of operating the stabilization program would be charged against pro- ( 
ducers of milk and butterfat for market Stabilization fees would be determined l 





by the Board annually in accordance with the cstimated requirements of the pro- 
gram for the ensuing marketing year. Purchasers of milk, butterfat, or dairy 
products from producers would withhold from the purch price any amount | 
equal to the stabilization fee and remit the same to the Internal Revenue Service. c 











GENERAL FARM PROGRAM 


stabilization perations I he Board w 


Mr. Waurz. I would like to point out 
National Milk Producers Federation’ if 
you was approved by its board of direct 
November 12, 1953, without a dissenti 
tors is made up of a minimum 76 
from our membership. 

Such percentage is in accordance with our byla\ 
to indicate that producer representation don 
thinking 

The rest of my testimony on the self-help plan will be entirely oral 

Senator Scuorrpet. Might I ask, why did you not reduce that 
writing? Is it because it was too bulky? Ordo you mean to cover a 
part of this self-help program in your testimony? 

Mr. Wautz. My oral testimony now? 

Senator ScHoeppEry. Yes. 

Mr. Waurz. I felt it was easier to understand than merely to read 
the summary of the bill itself My thought is that there is so much 
misunderstanding in connection with the mechanics and the actual 
intent of the bill that I could clarify it better by oral representation 

Senator ScnorprEL. I wanted to be sure to what extent it tied into 
this pamphlet. 

Mr. Watrtz. It ties in directly. 

The CHarrMan. Will you give us an oral summary of the plan now? 

Mr. WatrTz. Yes, sir. This proposed legislation is titled “The 
Dairy Stabilization Act of 1954.” Essentially this act provides for 
the same type of operations as presently conducted under the Com- 
modity Credit Corporation, except that it is self-financed and is 
removed from governmental domination. The program, very simply, 
is to stabilize dairy product prices and to handle any accumulating 
lf j ; 


surpluses on a self-financing basis. 


Benefits of the plan are twofold. To the consumer it means freedom 
from taxes necessary to support the present Government program. 
It provides for an adequate milk supply. In addition to insuring an 
adequate milk supply for the Nation the plan would protect con- 
sumers from unduly high prices. 

From the farmer’s standpoint an operation as proposed in this 
legislation would stabilize prices to farmers without reliance on 
Government support. It would protect the farmers against unduly 
low prices resulting from seasonal or periodic surpluses. 

It also protects the farmer from imports and from additional 
production as a result of acres made idle by other governmental 
crop-control programs 














GENERAL FARM PROGRAM 

The CHarRMAN. How would you do that? Through regulating 
supply? 

Mr. Watrz. No, sir. It is provided in the bill, which I will cover 
a little later, that extra milk production resulting from acres made 
idle due to acreage control would be at the expense of the Government 
rather than the « xpense of the regular dairy men producing milk 

The CHarRMAn. Do you mean that people would have the right 
to use the diverted acres for milk production at the expense of 
government? 


Mr. WALTz. That would be within the control of the Government 


in their diverted acreage program. If the Government so elected, 
those idle acres could be utilized for producing mil Then the cost 
for the removal of surpluses caused by that increased production woul 
be at the expense of that crop or the general taxpayer’s exp 


rather than at the expense of the dairymen themselves 

The CHatnMAN. However, your plan has no provision for regulati 
production? 

Mr. Watrz. No, sir. We believe further that our prop: 
tion would result in far better consumer relationship and elimina 
the criticism that has been directed against the dairy industry d to 
the publicity that has been given, particularly to the accu lation 
of butter ' 

The CHAIRMAN. Do you anticipate any likely increase in the 


production of dairy commodities from the so-called diverted act 

Mr. Wattrz. Yes. I feel confident that we will have 1 “(| 
pro cli as al | OL Aly 

The CHAIRM yu ¢ t] lat of Ictio 


from those acres? 
Mr. Waurz. No, sir. 
Senator ScHoEPPEL. Mr. Chairman, I would like to ask a questio 
Let’s say a man has 2,000 acres of land and he is limiting a tho isand 
acres of it to agricultural production under the farm program. 
That would leave him a thousand acres if he wanted to put it into 
crops and go into the dairy business, and any production from that 
the Government would pay for in some way, shape, or form; is that r 
what you mean? 
Mr. Watrtz. Providing there was a surplus of dairy products in the 
hands of the Stabilization Board the Government would remove from Si 
the inventories of the Stabilization Board the equivalent of that 


increased production. Ce 
If there were no inventories or surpluses in our market then there 

would be no removal. @ 
Senator ScHorPpPEL. I am thinking in terms, of course, of an exist 

ing surplus which premise we started with here. p! 
Mr. Watrz. That is correct. t] 
The CuHarrMan. This increased production which is anticipated re 

from the diverted acres will result in a considerable shift of the dairy 

industry, will it not? I mean the balance of it. Some of the pretty t¢ 

heavy producing States at the present time will have very little in SI 

the way of diverted acres. b 
Mr. Wa rz. That is correct. The mechanics of the bill sets up a t] 


stabilization board—I wil] refer to that as the board, for brevity. 
It is provided that the United States shall be divided into 15 dairy 































The districts 


stricts. 


civing consideration to geographic repres nt n and also th 
portance of milk production in each area in order to give fain d 
juitable representation on the board by the ent dustr 
The producers in those districts will select by bs hree nol 
That will mean 45 nominees’ names will be s 
of the United States from which the Preside: int ch 
consistine of one man from each district. 
Che CHAIRMAN. The We 7h ing you wo le } 
nt tion would be on the basis of ] rod iction Oo} F 
Mr. Wattz. That is correct. Milk and b 
The CHarrMAN. Does that mean that 6 or 8 ld ] , 
viority of the directors on t! bos 
\ Wattz. Yes; it v 
repre its on & V | Tie } 
The CHAIRMAN. But th 
the District of Columb F 
Mr. Waurtz. Cor { 
Senator E.uE> Why fe 15 districts? 
Mr. Wattz. To L Wn 
erate properly It was felt t | 
we would | ) e 
ird with 20 distri 
Senator ELLENDER. Your districts would . CO l wv re 
the milk is produced, wouldn’t they? 
Mr. Waurz. However there would be 
resentation, also. In other words, one distri 
smaller in land area than another. 
Senator ELLENDER. One district may contain 5, or 8 States 


whereas another district n ay contain a hall a ite 

Mr. Watrz. That is correct. The whole purp Y 

Senator ELLeNpER. May I ask another quest 

The CHairMAN. Certainly 

Senator ELLENDER. Are you opposed or are you 1 ivor of the 
recommendations made by the President as to the dairy industry 

Mr. Wattz. I am not sure what recommendations you mean 

Senator ELnenpeR. What you are saying is t you are pro] 
something that is not in this bill and is far reme fro \s | 
understand it, the recommendations made by 1 t—and of 
course backed by Mr. Benson—are to let the , insofar as dairy 
products are concerned, remain as is with price supports ranging from 
75 to 90 percent 

Mr. Watrz. We have felt that the operation under the present 
price-support program, which is identical with the support program 
that we have had for quite a number of years, is not resulting in good 
relationship with the public 

We feel that over the long run the dairy situation might de velop 
to the point where there can be no supports. We do not feel that the 
small percentage of excess production or reserve production should 
be permitted to control the price of all production which it does under 
the present program. 

Senator ELLeENpER. Your answer to my question then would be in 
the negative? 
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Mr. Watrz. No; I could not say that I am opposed to the Presi- 
dent’s program. I am recommending a supplement to Mr. Benson’ 
and the President’s program. 

Senator ELLENDER. You mean in administration? Would it relate 
to administration more than legislation? 





Waurtz. It would relate first of course to legislation to set up 
this program. Secondly, we would put the program into the hands 
of the d producers themselves to operate, which would change the 





administration to that extent, yes. 

Senator ELuenper. | do not want to anticipate you, but you ar 
in the course of your remarks, going to state to us, | assume, whether 
or not you propose support programs, and if so how it should be 
administered? 

Mr. Waurz. Yi ir, I will cover that. 
Senator Youna. Will you yield? 
Senator ELLENpDER. Yes. 


Senator Youna. Mr. Chairman, I might as well explair 


In now as 
later on in the hearings today, that I will not be able to be present 
many more. Wea Starting agrTic ilture appropria tions he rings O!1 
the 23d of March I am chairmen of that committee as you know 


| 


| will have to leave now to attend a subcommittee on Armed Fore: 


spEreteietio - 

Mr. Wilson, the Defense Secretary, is appearing today. But | 
I go | would like to make this short statement: There has | a 
awful lot of criticism of the present dairy support program. Many 
consumers come to the conclusion, I think erroneously, that the pro 
ducers of milk and butter are getting too much for their produ ts, 
which I think is far from the truth. 

[ buy spring water at a local drugstore which costs me 30 cents a 
quart. I pay 25 cents a quart for milk out of a coir n machine. It is 
delivered for "i ‘3s than that to the consumers of Washington, I believe. 

Mr. Watrz. That is an excellent comparison, Senator. 

Senator Ettunper. I would like to ask another question before we 
go into details. 

As I recall, when Secretary Benson agreed to reinstate or to con- 
tinue the 90 percent pr ice support program last April, that it was done 
on condition that the dairy farmers would work out something among 
themselves in order to get a greater distribution of milk and milk 
products. 

Can you tell us what, if anything, was done from April of last year 
to the present to attain that goal? 

Mr. Watrz. Yes, sit 

The CHAIRMAN. That is what he is going to tell us. 

Senator ELLENDER. I know, but it is now being said that this 
program had not worked, does not work, and I am just trying to find 
out where the blame ought to be. It strikes me that if the farmers do 
not try to help themselves I do not see why they should come here to 
Congress. 

Mr. Wattz. Senator, I was a member of the committee that 
Secretary Benson called to Washington a year ago in February and | 
was one of those who recommended that he continue supporting 
dairy products at 90 percent of parity during this past year. 

The Secretary accepted our recommendation that he continue at 
90 percent of parity and at the time we discussed the question of a 
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program that would relieve the Governme! 
ing any excess or surplus production of mil 

We have for many years been working 
program where we could get the burden off of 
and regulate production at the farmer’s expens« 

Following that meeting with the Secretary 
efforts to come up with a program The ] 
you today is the result of our worm. As 
came in, the program has he cL the % 
the Natio nal Milk Prod 5 Wades mn 
last November, at whi bc th I 

It was approved by the board iy 
producers a minimum of 75 percent proaucel 
vote. 

And that is the identical bill I am reviewing 
So we have come up with an answe! 

Senator ELLENDER. I may have misinter] 
but, if | understood Mr. Benson’s statem 
people were supposed to do, they were to do some 
time to try to get a wider distribution of this raw milk and not con 
it into butter, cheese, and dried milk. What has been done in 
direction by the association? 

Mr. Watrtz. A very — deal by the dairy farmel i\rougn 
most potent vehicle that has been developed yet for stimulating 
sumption of dairy products, and that is through an advertising 
promotional program. 

Senator ELLENDER. When did that start? 

Mr. Wattz. That has been going along for quite a number of years 
The principal program is under the direction of the American Dairy 
Association. 

Within the past year—I cannot give you exact figures—the contri- 
bution by producers themselves to the American Dairy Association 
has been very greatly increased. It is now being supported by the 
producers in practically every State in the Union. 

Senator ELLENDER. Has the program been accelerated in the last 
12 months? 

Mr. Watrz. Very much; yes. Very substantially. 

The CuarrMan. However, it has not had a chance to have its 
effect felt yet? 

Mr. Waurtz. That is right. 

The Cuarrman. My own State of Vermont is contributing about 
$170,000 and New York $450,000 toward this campaign. I think 
virtually every State is contributing. As I understand it, last year 
was practically all taken up in organizing, and the program itself is 
just barely elon es to operate. 

Mr. Wattz. It is very substantially stimulated, but results fron 
advertising, of course, are not secured overnight 

Senator ELLENDER. Has the association, shall I say, to the bes 
of its ability tried to conform to its promise to the Secretary of Agri 
culture to carry on a campaign to reduce the butter and cheese produc 
tion and broaden the use of raw milk? 

Mr. Watrz. I can say that the dairy industry of the United States 
has cooperated wholeheartedly with Secretary Benson’s recommenda- 
tions of new-product development, promotional and advertising 
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activity, efforts to increase the per capita consumption of all dairy 
products, including butter and cheese and all dairy products that we 
have in surplus. 

Senator ScnorprreL. Mr. Chairman? 

The CHAIRMAN. Senator Schoeppel. 

Senator ScHorpPe.. I would like to ask Mr. Waltz for the record 
I am not clear on this: You are discussing a proposed bill which has 
the unanimous approval of your board of directors. Is that bill in- 
tended as an amendment to this bill that we are now considering, or 
is it an entirely new approach, something like, for instance, the to- 
bacco program? Does it fit into this present program as an amend- 
ment? 

Mr. Watrz. No, sir; it is completely new legislation that we pro- 
pose. 

Senator ScHornPpreL. Does it set up a separate agency within your 
own group to operate outside of the general overall farm program? 

Mr. Wattz. Yes, sir; to be operated by producers and at the 
expense of producers 

The CHarrmMan. If it came into this bill at all it would come in 
under title IV, I think, which relates to marketing agreements. 

Mr. WALTZ. That is possibly correct. 

The CHAIRMAN. Because it would be a form of a marketing agree- 
ment, would it not? 

Senator ELLeEnpER. That prompts another question. What about 
the recommendations as to support made by Mr. Benson and the 
President? Would you incorporate that in this new bill? 

Mr. Watrz. I don’t know that I quite understand your question. 
You mean his action in reducing supports from 90 to 75 percent? 

Senator ELLENDER. I understand the President has recommended, 
and Mr. Benson has also recommended, that the dairy program as to 
price supports be continued. 

Mr. Waurz. That is correct; he has. 

Senator ELLeNprER. Are you against that or for it? 

Mr. Wautrz. We are not against any recommendation of the 
President or the Secretary in connection with this farm program other 
than we feel that the drastic reduction from 90 percent to 75 percent 
could have been better handled and would be better handled under 
the program we are proposing. 

We feel that the legislation we are proposing removes all of the 
objection to the handling of the support program, takes it out of 
Government expense entirely. 

The CHAatRMAN. The only time Government expense would be 
involved would be through action of the Government in doing some- 
thing to upset vour program or failing to act when some other factors 
were ready to upset the program. 

Mr. Watrz. That is right, Senator. I will cover those two points 
just a little later. 

We have suggested an all-producer membership on this Board. 
I would like to refer to some statistics published by the United States 
Department of Agriculture to indicate to you one reason that we rec- 
ommend only producer representation on this Board. 

[ have a sheet here which takes information from a publication 
entitled “Changes in the Dairy Industry of the United States, 1920 
to 1950,” dated July 1950, Bureau of Agricultural Economics; also 
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one from the concentration of Productive Facilities, 1947, apge 65: 
and unpublished data of the be cle ral Trade (‘ommission whi h shows 
that dairy farmers in 1950 had an investment of approximately $19 
billion in the dairy industry. 

The processors, distributors, and manufacturers primarily engaged 
in the handling of dairy products, at the time of the Federal Trade 
Commission 1947 report, had an investment of $418 million 

Or in other words, the dairy farmers had 97.9 percent and the proc- 
essors and distributors had 2.1 percent of the total dairy industry 
investment represented by these two groups : 

The other primary reason for recommending only producers on this 
Board is that the producers are & ing to pay the costs of the opera 
tion and assume all of the losses for the disposal of anv surplus pr 

ets purchased, ; 

We have tried to set this up completely free from any political 
influences by stating that the term of the Board members shall be 


for 6 vears; they will be staggered so that a rd of them will be 


lected every 2 years. 

There is no excessive remuneration for Boat members. since it 
provides for only $50 per day and not to exceed $2,500 per vear total 
payment plus travel exper $ W i e set ) ram upon an 
efficient operating basis requiring 4 meetings a year or on call, with 
an executive committee of 5, and as a com te sate ard against 
this Board taking : ny actions that are not prop there 1s a require- 
ment in the bill that an annual report shall be made to the Secretary 
of Agriculture and aiso an al nual report to Conevress 

Congress has it within its power at any time they so elect to mod 


this bill or correct anv abuses that could develop under it 
The operation of it is quite simple and is quite cor parable to the 
' 


present operation of the Commodity Credit Corporation. I do not 
mean from a financing standpoint but from an operating standpoint 
We would establish the surplus holding pool. Into that pool would 
come any excess dairy products The Board wo ild purchase produ ts 


which cannot be absorbed in the ordinary and usual channels of 
domestic consumption. 

In other words, any temporary surpluses that do not have a ready 
market. 

Senator ELLENDER. How would you finance that? 

Am I anticipating you? 

Mr. Wa tz. Yes, sir. 

Senator E.tenper. All right. 

Mr. Wautz. Thank you. 

It would be a requirement that this Board would maintain a 
minimum value for milk throughout the United States. The Board 
fixes no prices other than the prices of the products they would buy 
to effectuate a minimum price return to producers. ‘There is some 
confusion and some people think it is proposed that this Board would 
fix prices. It would not fix any prices. 

Senator ELLENDER. This minimum price value would apply to all 
the districts created under the act, would it not? 

Mr. Waurtz. That is correct. Only a minimum value to producers. 

The CHArrRMAN. Senator Schoeppel? 

Senator ScHorPpPpeL. Would you fix a minimum price in those 
districts that are far removed from high-cost areas? 
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Mr. Wattz. You would not fix any prices. 


Senator ScHOEPPEL. You would fix a minimum value? 
Mr. Watrz. Yes, sir, the Board would fix a minimum value. 
penator SCHOEPPHI For the entire | nited States? 


Mr. Watrz. That is correct, as Commodity Credit does today under 
the present program 

(he CHAIRMAN. You say as Commodity Credit does today. 
Commodity Credit has trouble today in getting those minimum prices 
or support leve is pass d back to the farmer. 

Mr. Waurz. That is correct. 

The CHAIRMAN. Would you overcome that difficulty with vour 


proposal? How would you insure that the farmer would get that 
price? 

Mr. Waurz. That brings up another erroneous criticism of the 
program. ‘There is a provision within this bill that the Board ma 


in its discretion, lease and operate plants if necessary to make certain 
that the minimum paying price does pass on to the producer. 

Under usual circumstances competition will assure that the mini- 
mum value for milk is paid to producers if there is a ready outlet at a 
known price for the manufactured product. There are exceptions to 
that case. 

Senator ELLENDER. How would that minimum price be fixed? 
Would the price be such that all producers within a district would be 
assured at least cost of production, or would you fix it so that in some 
districts production may be a little higher and in others lower than 
this minimum you fix? 

Mr. Watrz. It would be impossible to establish minimum prices 
by sections throughout the entire United States. Again competitive 
activity within the areas would quite well maintain a price to the 
producer, as it does under regular practices when there is no surplus. 

I am at the point of explaining how this Board would establish the 
minimum value for milk. 

Senator ELLeNpER. Before you get to that: Suppose you had pro- 
ducers of milk within that district, within any district that did not 
care to go along, would there be any penalties against them? 

Mr. Wauttz. No compulsion except assessment would be uniformly 
applied. 

Senator ELtenper. It is all voluntary? 

Senator ScHornpreL. Mr. Chairman? 

The CHAIRMAN. Senator Schoeppel. 

Senator ScHorPpPreL. You say no cost to the Government other than 
as you mentioned heretofore with reference to the surplus-land produc- 
tion, or something like that. Frankly, I have not read your bill. 
Who would warehouse, who would store, and who would protect 
your surpluses? 

Mr. Watrz. The Stabilization Board. 

Senator ScHorppe.. Out of the industry itself? 

Mr. Watrz. That is correct. 

The CuarrMAN. Your proposal has some similarity to the Canadian 
Wheat Board, does it not? 

Mr. Watrz. I am not too familiar with the Canadian Wheat 
Board operations, Senator. 

The CuatrMan. I do not say it has too close a similarity, but some 
similarity to the Canadian wheat arrangement program. 




































Mr. WALTz. 
nt have accumulat« 
pluses that 


1) aol 
poarda 


invel 

Ot I 

l > ¢ 

no! 
if 


States be kept in the d ur 
able to produce 
this country. 

Senator SCHOEPPEL. 
phase of the thing: I am 
not a heavy dairy produci 
that production costs on ¢ 
are relatively 
country’s industries and the 

Let’s say for instance the L, 
feed costs higher. What does your bill provid 
of the minimum price there? 
there would be no advan 

Of course there would be a 

Mr. Wattz. Oh, yes; 
create, Senator, that 
milk production. 
minimum value. 

Senator SCHOHPPEL. 
you sort of lost me around 

Senator ELLENDER. 
restriction 
district 


and 


Mr. WaALTz. 
Senator 





not proposed ir 


ye in a sense; 


ninimum, to b 


there will be 
price supports of 


In fixing the minimum 
the sale of dairy 
to another? 

Mr. Wautz. No, sir, none contemplated what 
of milk or in the usual commercial practices of 

Senator ELLENDER. As I understood you aw! 
the distribution of the milk would be 
that is, you probably would supervise or 01 
distribute? 

Mr. Watrz. No, sir. 


products oO! 


under the con 


Only in areas where ther 
bility of the failure of the producer to be able to si 
value would the Board operate processing plant 
Senator ELLenpER. Under the system which 1 
let us take the Washington area. 
to the consumers in Washington be affected by this 
Not in any way at all. 
ELLENDER. 
marketing agreements? 


Mr. WALTz. 


How would the d 
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The C#atrman. Would you consider your board a public or private 
board? 

Mr WALTz. We would consider it as an instrument of the Federal 
Government, appointed by the President, possibly confirmed by the 
senate. 


he CHarrMan. And with authority to set up a market where it 
was impossible to get a fair price to the producer any other way? 

Mr. Waurz. Yes; but that would be only the exception and in the 
extreme case where there was failure on the part of operators to pass 
on the value, the actual value of the milk to the producer. 

Senator ELLENDER. Would you take that over then, and operate 
it even at a loss? 

Mr. Watrz. No. 

Senator ELLENDER. How could you expect to do it ata pro it if 
those locally cannot? 

Mr. Watrz. By efficient operation those locally should be able to 
make a profit between the minimum value that would be established 
for milk, and the purchase price of the 2 CE BT products 


The CuarrMan. Unfortunately I am afraid in the areas where the 
plant operator has profited altogether too “ at the expense of the 
farmer, there has been no way found yet of passing that support pric 


on to the farmer. 

Mr. Wautz. Where there are active and successful dairy coopera 
tives operating, the producer does get a fair share of the market value 

Where there are no cooperatives, in sections of the country, pro 
ducers -— definitely underpaid on today’s support prograr 

The Cuarrman. We have areas in the country today = ere thi 
an is not getting 75 percent of parity for his dairy products. 

Senator Scuorpret. Mr. Chairman, I would like to ask something 
else. Going back to production from these acres, so far in your testi- 
mony I am left with this impression: That the CCC would buy the 
equivalent of all dairy products from these diverted acreages, provid- 
ing there was a surplus; is that it? 

Mr. Watrz. Yes, sir 

Senator ScHorpreL. How do you handle imports? 

Mr. Watrz. I am coming to that a little later. I will be glad to 
cover it now if you wish 

Senator Scoorrre.. No, you can cover it in your regular course. 

cnt ELLENDER. Before you get through, [ hope you will do this 
for us: Assuming that on April 1 of last year the same conditions that 
then oa vailed, how would this law operate? You do not have to say 
it now, but I would like for you to be a little more specific as to what 
you would have done. How could you have handled the situation 
that would have resulted in the distribution of more milk? 

How much better would your proposal have worked than what you 
now have? 

Mr. Watrtz. I believe that would fit in here just as well as anyplace 
else for discussion. I should be glad to attempt to project what | 
think this Board would have done had the same conditions prevailed 
and if this program had been in operation at the beginning of this year. 

If that Board had elected to name the same minimum value for 
milk that the Secretary did, namely, 90 percent of parity or so many 
dollars minimum per hu ndredweight for milk, I am confident as 
inventories started to accumulate the Board would have long before 
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Mr. Watrtz. I believe that if this Board were in operation and th 
asked for my advice, I would prefer to have them sell the butter to 
the American housewife at a reduced price rather than behind the 
[ron Curtain 

The CHAIRMAN. You would not sell it to one of our frien lly allies 
for, let us say, 40 cents a pound and let them sell it to Russia for 
50 cents? 

Mr. Waurz. I doubt if I would approve such a program, Senator 

The CHarrRMAN. You do not Suppose an} thing like that is happenin 
to any other commodity now, do you? 

Mr. Waurz. Not being familiar with their operat ons, I am sorry 
I cannot answer that question. This Board would establish a reason- 
able minimum vals for milk. Fundamentally that is the object of 
this whole program. That is the keystone of the whole program. 

Senator ELLENDER. How much do you think your price would differ 
from what the farmers got this last year? Do you think it would be 
as much or more? 

Mr. Wautz. I think it would be equally as much, and certainly 
it would be substantially more than they can be expected to receive 
under the proposed 75 percent of parity during the coming year. 

Senator ELLENDER. I meant this year under the 90 percent. 

Mr. Wattz. The operation would be on a basis that would disrupt 
as little as possible the usual channef8 of trade as is required in the bill 
They would not sell back into the domestic channels of trade at less 
than the stabilized prices, and they would utilize commercial con- 
cerns if at all possible in their operation, not set up a huge organization 
of their own. 

Senator ELtenper. In other words, you would not create a 
monopoly. 

Mr. Wattz. There would not be any possible way to create a 
monopoly under this situation. 

Senator ELtenpeEr. If you control the production of milk and dis- 
tribution, I do not know what a monopoly is if that would not be a 
monopoly. 

Mr. Waurz. This bill will not in any way give the Board any 
control of production nor the distribution of dairy products. All the 
Board can do is to acquire from the market surpluses that nobody 
else wants. We are only talking about the possible acquisition of 
surpluses. 

Senator ELLENDER. You would have nothing to do with the 
distribution of it? 

Mr. Wattz. Nothing whatsoever. 

Senator ELueNpeR. Your idea is that it would be only the dis- 
tribution of what the Board would buy? 

Mr. Watrz. That is correct. 

Senator ELLENDER. We are getting the facts out now. That is 
what I am trying to do, so as to make it as plain as possible. 

Mr. Wattz. This Board could not make sales at reduced prices 
in the usual channels of trade. I just said a moment ago that they 
could not sell back in the usual channels of trade at less than their 
own stabilized prices, and that is for the purpose of giving confidence 
to these very distributors, handlers, and manufacturers that this 
Board will not come in and undersell them after they had accumulated 
their own inventories. It would encourage dealers to store their own 
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prices, so you would create confide 

Senator ELLENDER. You mean a minimu 

Mr. Watrz. That is right. Let us take as an example if they 
were buying butter at any price, whate 38 @] 

a pound as purely illustrative, they c 
domestic channels of trade for less tha its a pound. 
would protect your regular distributing industry. They 
to the deficit milk -producing countries at a | r price 
permanent markets for American production 

Senator E_uenpeR. What about the sale of products in whi 
might call deficit producing areas in the United States? Would th 3 
Board be permitted to do that or would it be handled as it is now 
beine handled? 

Mr. Watrz. It would have to be handled as it is now because they 
couldn’t sell in those deficit areas at any less than their own stabilized 
prices 

Senator ELLENDER. oe e the Board had on hand a lot of these 
milk produc ts and something suddenly happened which would decret 
the production and prices w ouh l go up higher than the minimum fixed 

Vould the Board the n have the right to auspose of these s urp luses « 
the market so as to keep the price within the range that was previously 
fixed? 

Mr. Waurz. They would have the right to dispose of their products 
in the domestic markets any time at not less than their own stabilized 
prices. So they would prevent excessively high prices from being 
generated due to temporary shortages. We do not insulate this 
inventory against coming back into the domestic channels. ‘The 
dairy farmer has never benefited by temporary unduly high prices 
never. He is hurt because of reduced consum iption and norm: lly if 
there are temporary periods of high prices, the dairy farmer does not 
have any inventory, so receives no benefit. 

Senator Ettenper. As you develop your program I| have a slight 
recollection that this same thing was submitted a few years ago, 
something along that line by some gentleman from Minnesota who 
was then, I think, president of Land O’ Lakes 

The CHarrMan. The Brandt plan 

Senator ELLENDER. I do not say it is exactly like this, but so1 
thing along this line. 

Mr. Wautz. I understand the Brandt plan was directed 
agriculture. There is some similarity 

Senator ELuenprer. That is the same, except you confin 
butter and other dairy products. 

The CHarrMan. As to the disposal of butter, since it is th 
ducer’s money tied up in the surplus, he would naturally be inelu 
to dispose of it as soon as he could get a fair price and get his 
back. 

Mr. Watrtz. Yes, sir. This Board in the event of surpluses 
make gifts or sales at reduced prices to such as the school lunch 
program, charitable institutions—and sell at reduced prices to the 
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Armed Forces, and that sort of thing. They can utilize some of the 
funds that they have for research, for the betterment of production 
of milk, and for the betterment of the distribution of milk and milk 
products. They can participate in advertising, promotional, and 
marketing programs to the extent of even turning back to the trade 
their inventories at a lower price and blending with the current 
market prices to move these products. You asked awhile ago what 
we would do if this program had been in operation during this past 
year, and I am still directing my answers to that. The board could 
contribute to and participate in advertising programs. The question 
immediately comes up as to how we are going to start this operation. 
To start it is provided that the board shall have the privilege of bor- 
rowing $500 million if and as needed from the Government to begin 
the program, repayable to the Government with interest at the cost 
of money to the Government. 

Senator ELLeENpER. What security would you give? Any? 

Mr. Wattz. The security would come from the fact that the Board 
would have inventories that would be accumulated with the funds 
borrowed. Also, we are asking in the bill for the privilege of assessing 
a stabilization fee on all milk produced. 

The CuHarrmMan. The security comes from the fact that it will cost 
the Government $500 million if you do not do it. 

Mr. Watrtz. It will cost them a good deal more than that. 

The CHarrMan. We would have the chance of getting back the 
$500 million loan to your organization. 

Senator ELLenper. This is in addition to the losses that will be 
sustained, and if this is not managed correctly it will be another half 
billion dollars that the Government would really have invested. 

Mr. Watrtz. I believe it would work the other way because if the 
Government continues their present support program they are going 
to have that money invested anyhow. It makes no difference whether 
it is invested directly by them or through this organization. | cannot 
be pessimistic enough to believe that this organization is not going 
to operate properly. A great deal of time has been put on this pro- 
posal. I believe the program can and will operate successfully. 

A stabilization fee will be assessed by this Board on all milk pro- 
duced. It does not make any difference in what form the milk is sold. 
The assessment will be on all milk, irrespective of its utilization, 
whether it goes into butter, powder, or bottles. 

Senator ELtenper. All milk produced throughout the entire United 
States? 

Mr. Ww ,LTz. That is correct. 

The CuarrmMan. All milk sold? 

Mr. Wattz. All milk sold. The way that fee will be collected is 
very simple. I have heard some criticism of this and I would like 
to cover it. It shall be mandatory upon the first purchaser of the 
milk to deduct in his payment to the farmer this stabilization fee. 

Senator E_tenper. That would be like a sales tax. It would 
amount to a sales tax. 

Mr. Watrtz. I do not know exactly whether you can classify it as 
such or not, it is more of a checkoff. 

Senator ELLENDER. It is so much a quart. 

Mr. Watrtz. It is actually an investment by the dairy farmer in a 
self-help program. That is what it amounts to. This deduction 
would be made by the first purchaser of the milk and remitted on to 
the Board through the Internal Revenue Department. 
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Senator ELLENDER. No; tl 
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but the storekeeper would ha e to 
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Mr. Wattz. I have not made my) 
storekeeper involved in this. 

Senator ELLeNpER. You said the first purchas 

Mr. Wautz. The first purchaser is the plant thi 
milk from the farmer 

The CuarrmMan. The first processor. 

Mr. Wattz. The first processing plant. That is the first purchase 

Senator ELLENDER. You do not have that in all States. In my 
State they come direct from the dairy, and sell to the store which 
distributes it. 

Mr. Watrz. That dairy, however, buys milk from a farmer. 

Senator ELLENpDER. No. 

Mr. Watrz. You mean the producer-distributo1 

Senator ELLENDER. | know of some dairies in my State that own 
the cows and they have their own distribution 

Mr. Wattz. That is a different question. That type of distribution 
is very small in relation to the total handling of milk. That case is 
provided for in the bill. That is what we call a producer-distributor, 
who produces and distributes, himself. He shall be required to file 
with the Internal Revenue and make a direct remittance to Internal 
Revenue. 

Senator ELLENpDER. Internal Revenue would then put it on the 
books? 

Mr. Watrtz. Yes, and remit to the Board. 

Senator ELLENDER. Who would police this to see that everybody 
pays up the exact amount of the tax? 

Mr. Watrz. There is quite a bit of precedence on it in various 
States? 

Senator ELLeNpER. I am just asking these questions to bring 
everything out, you understand. 

Mr. WatrTz. Surely. It is not difficult to police. This Board 
would have reports of milk production furnished by the United States 
Department of Agriculture. They could, along with Internal Reve- 
nue, check very, very easily and determine whether or not the first 
purchasers of milk made the deduction from the farmer and passed 
it on to the Board through the Internal Revenue Department. The 
problem would not be complicated at all. In my own State of 
Washington we have a State law which sets up a dairy products 
commission. That commission determines a deduction to be made 
from farmers to be used for sales and promotional activity on milk 
products. The first purchaser makes the deduction from the farmer 
and remits it through the State funds to the commission within the 
State, and we have very little trouble. 

Senator ELLENpDER. I presume that the proportion of milk produced 
and sold other than through these processing plants is very small, is 
it not? 
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Mr. Wa rz. It is less than 3 percent. Very small. 

Senator ELLENDER. That is where your difficulty might occur. 

Mr. Watrz. You could have a little difficulty. It is not proposed 
however that a dairy farmer pay an assessment on a few quarts of 
milk that he sells to his neighbor. 

Senator Munpr. Do you have some minimum point in the law 
where it does not apply? 

Mr. Wautz. Yes, sir; any operator who operates under a municipal, 
county, or State license must comply with these requirements. That 
would cover practically all of the commercial sales of milk. 

Senator Munpt. It is the little incidental fellow living outside of a 
town of 200 or 300 people who may supply 4 or 5 customers, who 
probably will not be covered. 

Mr. Watrz. If he is operating under a municipal license or other 
permit then he would be covered. 

Senator Munpt. He probably would not have a municipal license. 

Mr. Waurtz. Then he would not be covered. 

Senator ELLENDER. Has your bill been prepared yet? 

Mr. Wautz. Yes, sir; it is printed. It is here in this book 

Senator ELLENDER. Has it been before the Congress? 

Mr. Watrz. No; it has not. 

Senator ELLENDER. May I make a suggestion: If and when you do 
introduce this bill, I think the bill should come before the Agriculture 
Committee. It would probably go before Finance because that is a 
tax-raising bill, as I understand it. In all probability you would have 
to have it before Finance rather than before the Committee on Agri- 
culture and Forestry. 

Mr. Wautz. It appears to me, Senator, that this is actually a dairy 
stabilization act. 

Senator ELtenpeEr. I know, but it involves the raising of money, 
the taxing of every quart of mllk consumed. 

Mr. Waurz. It is not taxing for the benefit of the Treasury of the 
United States. It is taxing them for the benefit—— 

Senator ELLENDER. No; but you are using the big arm of the Gov- 
ernment to do it. You are using the same means that the Treasury 
does. You would be creating a little, as I understand it, government 
of your own there but utilizing the facilities of the Federal Govern- 
ment to carry your program through. 

Mr. Wattrz. This Board is a board that is appointed by the Presi- 
dent of the United States and accountable to the Congress. 

Senator ELLenpErR. I understand. 

Mr. Wautz. So it is not setting up a monopoly or operating without 
restraint. 

Senator ELLENDER. But you are giving it taxing powers? 

Mr. Wattz. Only for the purpose of securing a sufficient sum of 
money to remove surpluses that might develop. 

Senator ELtenper. That is about what we are doing in running 
the Government. We tax people in order to run the Government. 
It is about the same thing. [ do not see any difference. 

The Cuarrman. We have official deductions today on milk sold in 
the marketing agreement areas. It is deducted to pay the cost of 
operating the plan. 

Senator ELLENpER. As I understood it, Senator Aiken, this is an 
assessment or tax—it is the same thing—against every quart or gallon 
or whatever unit they use of milk that is produced and sold for 
distribution. 





GENERAL FARM PROGRAM 341 


The CHarrMan. We have the same thing today in the areas where 
there are marketing orders. They are compulsory deductions from 
the milk sold to pay the expense of administering the program. 

Senator ELLENDER. ‘This is quite a far cry from that little program. 
This would be a nationwide program and would estab lish, as I see 

~—I am just taking the negative to bring out the facts; 1 do not want 
. be judged as to what I will do when it comes on, but I am trying 
to take the negative in order to bring out the facts so that if there 
are any bugs in it we can kill them off as we discover them. 

The CuarrMANn. This is a new departure. 

Senator ELLENDER. There is no question about it. Just offhand I] 
would sav you are now creating an agency olf government with the 
power of taxation. That is what you are doing 

Senator Munpr. You have something like this in the Robinson- 
Patman Act which provides a tax on shotgun ammunition for the 
purpose of continuing and perpetuating du unting and mi 
water! Sek hon nting in this country iff 
which this is. As inderstand 
product to perpetuate the id ry. 
way as Robinson-Patman. It does 
revenue, it is for a specific purpose. 


Robit ison-Patman bill. 

Mr. WALTz. I feel that the greatest departur I 
is that here is an indication on the part of one segment of agricultur 
that is offering to stand on its own "4 t and shoulder their own burden 
of surpluses and finance themselves. There are two safeguards re- 
quired for the successful operation of this program; and this will 


conclude my oral statement. One is that we must have an offsetting 
purchase in the event of surpluses to the equivalent of imports. We 
are not in this bill attempting in any way to restrict or control imports 
That is within the province of the Federal Government itself. If the 
Federal Government desires to restrict imports in order to reduce 
purchases from the Stabilization Board, that is their prerogative. We 
are asking nothing different than exists today. Under t sent 
program the Commodity Credit Corporation does buy the offset of 
imports in this same way. When we have a surplus in this country, 
the Commodity Credit Corporation buys the surplus. Tl urplus 
is increased by every pound of imports that come in. 'e ask tha 
identical protection. 

On imports I would like to display to you an advertisement in the 
Honolulu paper dated February a5, 1954, which is advertising New 
Zealand butter which had arrived in that market a short time befor: 
It reads, among other things, ‘ Worldy ide brand of highest quality,” 
emphasized ‘‘Highest quality.” On the day brs ‘ceding this per cule ar 
advertisement here is an advertisement offering New Zealand | 
at 73 cents. Here is an American altel bath r, Swift’s lead, 
advertised at 77 cents. On the same day of the advertisement another 
mainland butter, Darigold is advertised at 79 cents. That indicates 
to you the complete inability of the American producer to compete 
pricewise with foreign production. Utterly impossible. This New 
Zealand butter paid 7 cents a pound duty. 

The other protection that is a requirement in this program, if it is 
to be successful, is that the Government cannot do other than to relieve 
the American dairy farmer of the added production of milk from acres 
made idle due to governmental control of acreage. We need a com- 
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pletely fresh start when this operation begins, and it is required that 
the inventories of Commodity Credit Corporation at that time shall 
not reenter the commercial channels of trade. 

The CuarrMan. Assuming that you had congressional approval 
for the program that you set forth, how long would it take to get it 
into operation after the enactment of the legislation? 

Mr. Watrtz. I feel, Senator, that the organizational work on this 
should not require over 3 to 4 months. We have proposed in the 
bill, anticipating that it might take a little while to have it passed, 
that it start as of April 1, 1955. However, there is no need to delay 
it for that length of time if Congress takes prompt and favorable 
action. 

Senator ELLenpeR. Before you proceed further: As I understand 
it vour bill would provide for a loan to this Board of $500 million. 
That is a nalf billion dollars. 

Mr. Waurz. Only if it is required. That is maximum. 

Senator ELLENDER. Maximum? 

Mr. Watrz. Yes, sir. 

Senator ELttenper. The reason I ask that is that as of January 31, 
1954, the present program had invested in all dairy products only 
$127,897,000. I am wondering why your authority for such a huge 
sum should be asked for in the light of the comparatively small amount 
that the Government had invested at January 31? 

Mr. Waurz. Did I understand you correctly that the Government 
said they have only $127 million invested in dairy products? 

The CHarrman. As of January 31, 1954. 

Mr. Watrtz. I have a figure that as of February 24, the Government 
had $378 million in dairy products. 

The CuarrMan. There was a tremendous increase between January 
and February. An almost unexpected one. 

Senator Ettenper. I got the figures from the clerk of the com- 
mittee. 

Mr. Watrz. He may be referring to butter rather than all dairy 
products. 

Senator ELtenpeEr. No; butter, cheese, and dried milk. The clerk 
now hands me an estimated $403 million. So from January 31—— 

The Cuarrman. As of what date? 

Senator ELtenper. March 3, 1954. So that as of January 31, 
1954, the amount on hand in inventory is $127 million, and it has 
increased from January 31 to March 3, a little over a month, to $403 
million plus. 

Senator Scuorpret. That seems incredible to me. 

Senator ELLENDER. I cannot understand that 

The CHarrMAN. May I say that that will undoubtedly increase to 
the neighborhood of $850 million by July 1. Is that a fair estimate? 

Mr. Watrtz. I have seen some estimates, Senator. I would say 
that appears too high. But you must remember that is not all as 
a result of this last year’s production of milk. We have estimated 
that surpluses up to 9 percent, or 10 percent of total production, can 
be handled efficiently with a maximum borrowing power of $500 
million from the Government. It is provided in the bill as well, 
which I did not mention, that the Board also has the right and the 
power to borrow from commercial banks if they so elect. 

Senator ELLtenper. They will have to give security if they do that. 

Mr. Wattz. That is right. We give security to the Government, 
too. 
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Senator ELLenpER. How much do you anticipat 
you will impose or assess, whatever you call it, how 
produce per year? 

Mr. Wattz. There is a chart attached to the papers you have, al 
we have a large chart on this easel. If you will permit Mr. C 
to display the chart to you he will answer any questions you migh 
like to ask. 

The CuHarrMAN. The attachments and charts in y 
will be inserted in the record at this point. 

(The matter referred to is as follows:) 


Chart 13 


Total Annual Returns to Operator and Family for Labor and Management 
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Chart 2 


Purchasing Power: Total Returns to Operator and Family for 
Labor and Management-- 


1937-41 and 1947-49 Averages and Annual for 1951-54 -- (Converted to 1937-41 Dollars) y 
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Chart 3 
Hourly Returns to Dairy Farm Operator and Family Labor, Hired 


Farm Labor, and Manufacturing Workers-- 


1937-41 and_1947-49 Averages, and Annual for 1951-54 y 
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Chon 4 


Purchasing Power: Hourly Returns to Dairy Farm Family Labor, 
Hired Farm Labor, and Manufacturing Workers-- 


1937-41 and 1947-49 Averages and Yeorly ~ 1951-54 ~ (Converted to 1937-41 Purchasing Power) 1 


Cents Per 
el acc lcd , aes 


Manufecturing Workers 


Hired Farm Labor 


Dairy Farm Families 


Western Wisconsin 


Dairy Farm Families 


Northeastern Stotes 


1947-49 1953 — 


y Source: See Table 1} NATIONAL MILK PRODUCERS FEDERATION 
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TABLE |! Hourly returns to dairy farm operator and family labor, hired farm labor, 


and Manufacturing workers, 1937-41 and 1947-49 averages, and annual for 
1951-54! 


United States 
indstrial 
workers, manu 

fact 


19 41 
dollar 


Agricultural Information illetin 116, le 8 tment of Agriculture, Aus 
Dairy Situation, Mar. 1, 195 b} , Agricultural Marketing Ser f , 1954 estimated | 
Milk Producers Federati 

? Farm labor report, | ’ ‘partment of Agriculture, except t National Mil 
Federation. 

+ Hours and earnings, Bureau of Labor Statistics, except 195 
Federation. 


From National Milk Producers Federation, Mar. 11, 1954 
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TABLE A Proportion of total crop placed under price support, crop years 1948-52 


and estimate 1953 and 1954 


[Percentage of total production] 


com 


Cottonseed and pr 
Cotton 1 
Cottonseed products 

F laxsec 

Naval stor 


Rosin 


Source 
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Chart 6 


Gain or Loss Per Hundredweight of Milk With a Self-Help Program 
Supporting at 90 or 100 Percent of Parity 


Compared to Government Supports of 75-90 Percent |/ 


Gain or Loss 
Per Hundredweight 


85 
Government Level of Support as Percent of Parity 


Y See Tables 2 through 7 and set of 5 ossumptions 
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TABLE 2 Manufacturing milk prices as percent of parity ¢ quivalent (January 195 4 


Price per 
hundred 
weight 


75 percent of parity supports $3 
80 percent of parity supports 3 
85 percent of parity supports 3 
90 percent of parity supports 3.7 
100 percent of parity supports 4.19 


14 
35 


TABLE 38 Cast of program at d fhe rent levels of support 


Billion Cost per 
Level of support pounds hundred- 
bought weight 


Total pur 
chase cost 


Millions 
75 percent 4.! $179. 55 
80 percent 5 210. 00 
85 percent : 
90 percent 
100 percent 


TABLE 4.—Loss al varying percentages of purchase cost 


Percent of loss 
Level of support 
50 { 100 


Millions Millions Millions Millions 
75 percent of parity $44. 89 $89. 78 | $134. 66 | $179. 55 
80 percent of parity 52. 50 105. 00 | 157. 50 210. 00 
85 percent of parity 60. 64 | 121. 28 | 181. 91 ; 
90 percent of parity 69. 30 | 138. 60 | 207. 90 


100 percent of parity 88. 20 | 176. 40 | 264. 60 
From National Milk Producers Federation, Mar. 11, 1954. 


TABLE 5.— Assessments per hundredweight of milk with losses on purchases 


(Cents per hundredweight of milk] 


| 
25 percent | 50 percent | 75 percent | 100 percent 


Level of support loss ons loss | los 


rcent of parity 3: 12. OF 

reent of parity 5. 34 16. 02 

reent of parity : 17.49 

‘rcent of parity 4 19. 98 
9 


100 percent of parity 25. 44 | 


« 
( 
pe 
« 


90 


TABLE 6 Vel producers for all milk equivalent! under Government and 
self-help 


Gevun- Self-help—with loss on purchases of 


Level of support ment 
support 


25 percent | 50 percent | 75 percent | 100 percent 


75 percent of parity 6 < 7 3. 274 230 
80 percent of parity 3. 5 § 473 420) 
85 percent of parity 3. 81 é 3. 693 3. 635 
90 percent of parity 4. 03 96. 897 3. 830 
100 percent of parity 4. 48 3f 310 226 


Weighting cream sales as 15 billion pounds milk equivalent, and milk sales as 89 billion 
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TABLE 7. (iain or loss to producers under 


milk 


Government support 


15 percent of parity 
80 percent of parity 
85 percent of parity 
0) percent of parity 


From National Milk Producers Feder 


Exnunispir A 


Economic Report of the President, January 1954 

1. Kxcerpt from page 11: 

“The upsurge of production and employment, which | 
but brief interruptions in the United States for about a . I 
in 1953 New records were established in industrial activity mployment, 
the disbursement of incomes I 1 
peacetime year in recent decades. The average level of prices was remarkably 
steady The fruits of expanding product and enterprise were 
Perhaps never before in their history have the American people 
realizing the ideal of high and expanding employment, without 
than in 1953. But some sections of industry, notably farming, fail 
in the widespread prosperity.” 

2. Excerpt from page 44 


nemployment reached the lowest level of any 


FARM INCOMI AND EXPENDITURI 


“The principal adverse shift in incomes during 1953, as 
occurred in farming. A decline in farm prices was offset by a 
ings but not sufficiently to maintain cash receipts at the 1952 level 
expenses also declined but not nearly so much as gross income, witl 
that the realized net income fell 7.4 percent. This unfavorablk 
severest in the case of cattle raising It was experienced, | 
types of farming and was widely diffused among the States 

“There is no clear evidence that rural purchases of general merchan 
lower in 1953 than in 1952, although, in common with the rest of the e 
some decline in rural purchases was apparent in the second half of 
Nonetheless, the reduced income of farmers, following as it did earlier declines 
led to smaller purchases of farm equipment, machinery, and building materials 
Retail sales of farm equipment and machinery ran about 17 percent less than in 
1952. Gross investment in farm buildings, motor vehicles, and other machinery 
and equipment declined by about $600 million, or 11 percent.”’ 


ic 
é 


Il. Joint Economic Re port (Rep ort of the Joint Committee on the Economic Report 


on the January 1954 Economic Report of the President, February 26, 1954 
1. Excerpt from page 23 
“(a) Farm equipment.—Production down 29 percent between January 1953 
and January 1954 
“(b) Farm prices.—1953 monthly average of prices received by farmers down 
over 10 percent below 1952 monthly average.”’ 
2. Excerpt from pages 8 and 9 


AGRICULTURAL POLICY 


“While this committee recognizes the difficulties of the agricultural problem, 
it is also impressed with the fact that unfavorable trends in real farm income 
offer a serious threat to an expanding and stable economy. Our ideal here as 
elsewhere must be to preserve the workings of the free markets so far as possible 
But the highly competitive agricultural segment of the economy, in which the 
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individual producer is subject to the vagaries of the weather and the alternating 
demands of war and peace, cannot be left alone to face economic distress and 
wide fluctuations in its prices and income. * * * It is no doubt true, as the 
we must try 


President suggests, that we must proceed ‘a step at a time,’ and that 
aaa 
)ASIS 


For perspective on the proble ns, it is well to renenber that the Departme? t 


to establish tolerably acceptable conditions on a year-to-year 


of Agriculture, not many months ago, issued a report which it graphically entitled 
‘The Fifth Plate,’ which points out that for every four people sitting down to a 
meal in 1950 there will be another person to be fed in 1975. ‘The report dranatize 
the vastness of the demands which will be made over the next several decades for 
expanded agricultural production if we are to do no more than retain present 
levels of nutrition in this country With the prospects of an agricultural industry 
growing le rapidiv than the remainder of the econoyny, the Nation may well 


grow up i level ~ its present produc tion in the not-too-distant future 
Instead of a progra’n of contraction it would seem desirable, therefore, that present 
policy should be directed to solving surplus problems in 

ahead ‘rupulously av ling all policies which might lead 
t t 


Lat ltural productive capacity. On neither 


the vears immediately 


to curtailment of our 


1 humanistic or economic ba 


fi t production or fee unduly concerned over surpluses unti 


ities for expanded markets and increased consumption have | 


We recommend an aggressive policy for discovering added domestic 


and foreign markets for these surpluses and for future production so far as possible 
through the discovery of new uses, industrial or other. The nonmarket disposition 
of surpluses to institutions for the needy, school lunches, and foreign relief should 
be stepped up * 

We do not feel that the program (set-aside) goes any substantial way toward 
lving even the immediate agricultural problem until satisfactory and effective 
rocedures are worked out which (1) will assure the nonmarket distribution of 
hese surpluses which overhang the market in the interim no matter how ear 
arked or isolated, and which (2) will deal directly with the proble’n of uses to 

made of the diverted acre thdrawn fron restricted crops No solution to 

agricultural problem can count on the expectation that the world markets 
will be blind to the existence of excesses No progran can long be successfu 
which leads to the shifting of acres from one surplus crop to other crops of surpli 
or threatened surplus. * * * 

“In spite of the fact that acricultural income has fallen, there is reason to 
believe that the proposals contained in the Economic Report (of the President) 
may actually place the farm family in a worse position in the short run. What- 
ever the merits of flexible supports and modern parity may or may not be as a 
long-run program it is questionable whether their contribution at this time will 
act to sustain farm income in the months immediately ahead when the threat 
to our economic stability is so generally recognized. On the contrary, it seems 
more likely that the proposed shift to ‘modernized parity’ at this particular time 
would be an unnecessary disrupting factor. * * * 

“We do feel, however, that any satisfactory solution must look not only at 
the needs of the immediate situation for economic stability, but beyond to the 
long-run problem of economic and national growth.” 

Mr. Corron. Senator, on the last sheet of the testimony is shown 
the assessment under different purchase conditions. This chart 
before us is designed to show how milk producers would come out 
under a self-help program after assessments had been made, as 
compared to a Government-support program. On the bottom scale 
we show Government supports at varying percentages of parity 
75, 80, 85, and 90 percent. These lines are descriptive with respect 
to a specified self-help program. We are assuming here that in 1954 
if supports were at 90 percent of parity that the equivalent of 6 billion 
pounds of milk would be bought. In 1953 at 90 percent of parity, 
USDA reports 116 billion pounds milk equivalent consumed. It also 
reports that population growth will take 2 billion a year, and expected 
1954 production is 124 billion. This leaves 6 billion to be bought at 
90 percent of parity. If under the self-help program you suffered a 
complete loss, 100 percent loss on purchases, then this lower sloping 
line would show how you would come out as compared to the Govern- 
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ment-support program As compared to the announced program of 

5 percent of parity you would come out at 40 cents a hundredweight 
bd ‘tter, with self- help at 90 percent If the Government support had 
been at 90 percent instead of 75 percent, since the producers were 
bearing the cost, they would have lost on it At 85 percent it would 


have been near the breaking point. With self-help at 90 pereent of 
parity as against Government at 85, with 6 billion pounds purchased, 
and 100 percent loss on purchas $, you would have broken about even. 

If your losses had been less than 100 percent, under self-help, if 
you were supporting at 90 percent ane lost only 25 percent of your 
purchases as compared to Government at 75 percent, produce 
would have had a net gain, after they ha ‘d paid their tax or assessment 
of 60 cents a hundredweight. But they would have come out a littl 
in the hole, about 7 cents a hu idredwel rht, as compared to Govern 
ment at 90 percent. If supports had been at 100 percent, you would 
have been ahead all the way as compared to Government supporting 
up to 90 percent. 

Senator ELLENDER. If the cost of self-help had been 100 percent? 

Mr. Corton. These upper two sloping lines show self-h« p at 100 
percent. The lower two lines are self-help at 90 percent. The lower 
one shows the results with 100 percent loss on purchase, the second 
line shows results with losses at 25 percent If the losses had been 
between 25 and 100 percent your lines indicating results lie somewhers 
between these two. 

Senator ELLENDER. You have assumed the production of mill 

billion pounds, as I understand it 

Mr. Corron. We are taking the Department’s estimated produ 
tion for this vear, 124 billion, and the Commodity Credit Corporation 
estimate of purchases as a percentage of milk and butterfat sold from 
farms. 

Senator ELLENpDER. In that connection I would like to ask: Is 
there any authority in the Board to curtail milk production in any 
way? 

Mr. Watrtz. No, sir 

Senator ELLEeNpeER. The farmer is free to do whatever he wants, 
and as many others as desire can go into business 

Mr. Watrz. That is right. There are no restrictions at all 

Gentlemen, I have prepared a little more testimony | would like 
to read. 

The CuarrMan. All right 

Mr. Wautrz. I would like to direct this to the proposed 1954 dairy 
supports. This is on page 2 of my prepared testimony. We now 
would like to point out to you the effect on dairy farm«e rs and the 
national economy of reducing price supports on dairy products from 
90 percent to 75 percent of parity. Let us review a few facts 

In the 1937-41 period, our total national income averaged $80 
billion, as compared to $308 billion in 1953. The purchasing power 
of the 1953 dollar is, of course, smaller, but even on the basis of the 
purchasing power of 1937-41 dollars, our national income in 1953 
was 1.9 times that in 1937-41. We believe that this upward trend 
national income is dependent on all important segments of the 
economy being prosperous. Extracts from the Economic Report 
of the President and excerpts from the Joint Economic Report sub- 
stantiate our position and are filed as exhibit A. 
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The dairy farm family income has declined continuously since 
1952. With supports dropped from 90 to 75 percent of parity, its 
purchasing power in 1954 will be even less than in the recession period 
of 1937-41. Dairy farm prices averaged 101 percent of parity in 
1952. In 1953 dairy farmers realized 93 percent of parity on all 
whole milk, 84 percent of parity on manufacturing milk; and 89 
percent of parity on butterfet in cream sold from farms. From 
November 1952 to January 1954, the prices received by farmers for 
all milk sold at wholesale dropped from $5.38 to $4.38 per hundred- 
weight, or 18.6 percent. 

In 1953 approximately 104 billion pounds of milk equivalent, were 
sold from farms—6 percent more than in 1952. Yet total farm 
income from dairy product sales was approximately $400 million less 
than in 1952. 

Now, the Secretary of Agriculture has announced that support 
prices for dairy products after March 31 will be reduced 16.7 percent 
In manufacturing milk prices, this means a drop of 60 cents per hun- 
dred pounds. If this results in all milk equivalent sold from farms 
dropping a similar amount, it will mean that dairy farm product 
sales in the next 12 months will bring $600 million less than in 1953; 


? 


$1 billion less than in 1952. Only in the depression years of 1930-33 
and 1938-39 have dairy prices averaged as low as 75 percent of parity 
In both cases milk production continued to expand. 

The annual purchasing power per dairy-farm family in 1954—in 
1937-41 dollars—will be less than $700. Hourly purchasing power of 
farm operator and family labor in 1954—in 1937-41 dollars—will be 
about 17 cents per hour, after expenses and interest charges are paid 


This is less than half that of hired farm labor or minimum wages in 
industry ; and only one-fifth that of workers engaged in manufacturing. 
See charts 1-4 and table 1 

The prospects are that 124 billion pounds of milk will be produced 
in 1954. This compares with 115 billion pounds in 1952. It is on 
this larger volume of 1954 milk that dairy farmers will receive $1 
billion, or about one-fourth less gross cash income than they received 
in 1952. Returns left for dairy-farm operator and family labor and 
management will be down from 1952 by more than half. See chart 

We have prepared 4 charts to illustrate this, and to make it easier 
for you to visualize than the tables attached to your papers we would 
like to show you how we arrived at these conclusions. 

Mr. Cotton, our economist, will be glad to go over these charts with 
you and will answer any questions that you care to raise in connec- 
tion with them. 

Mr. Corron. These 4 charts are prepared in explanation of these 
last 2 statements. Chart 2 shows total annual returns to operator 
and family for labor and management on dairy farms in central 
Northeast States and western Wisconsin, for 1937-41 average, 1947-49 
average, and then yearly for 1951, 1952 and 1953, with an estimate 
through 1954. Let me explain this. All the data that is plotted here 
from 1937-41 through 1953 is taken directly from two Government 
publications. Those are the Dairy Situation of March 1, this year, 
and this publication, Agriculture Information Bulletin No 116, pub- 
lished by the Department in August 1953. Let us see what the chart 
shows. 
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As of 1953, returns to dairy farmers and their families for then 
labor on western Wisconsin dairy farms had already dropped from 
$3,167 in 1951 down to $2,153 

The (CHAIRMAN Might l ASK a question That chart shows a con 
tinuing sharp increase in dairy income from 1947 to 1949, to 1951 
Am I correct that there was a sharp decline in dairy farm income from 
1948 to the spring of 1950? 

Mr. Corron. The drop was in 1949—50, Senator Aiken, that was 
the low point In 1951 income had made some rv n 

The CHAIRMAN. | notice the chart doe not st 
prices in 1950 at all 

Mr. Corron. We just plotted from point to 
shown. 

The Cuatrman. If you showed those years sep 
have shown some drops. In Wisconsin there 
35 percent in net farm income, as I recall it 

Mr. Corron. Yes, sit 

The CHAIRMAN. It seems that . chart is hichly 
respect 

Mr. Corron. We plotted exactly the data that 
these two publications, senator Aiken We hav 
in them. 

The CHAIRMAN. When was that document fron 
Agriculture published? 

Mr. Corron. The last one is March 1, 1954 

The CHAIRMAN Does that continue the patt 

Mr. Corron. That includes 1953. ‘Turning t 


The CuarrmMan. Do you mean the Department of Ag 
did not show any drops in farm income from dairying between 
1950? 

Mr. Corron. This publication, table 13, the Dairy Situation for 
March 1, shows the average for the years 1947-49, and the individual 
years 1951, 1952, and 1953 


The CuarnmMan. What was the drop from 1948 to the spring of 1950? 

Mr. Corron. On return to labor? 

The CHarrMan. Yes. 

Mr. Corron. These two publications do not show it for those 
individual years. ‘The only years that are shown here are 1937-41 
and 1947-49 averages, and the individual years 1951, 1952, and 1953 

The CHarrMAN. Do you mean that chart is made up so it does not 
show that very shap recession between 1948 and 1950? 

Mr. Corron. I do not know the reasons why this particular publica 
tion of the Department did not show that 

The CuarrMan. I am glad that you did not make that chart up 
that way. 

Mr. Corron. We have charted it exactly as it is shown in this 
publication, with the exception of 1954, and those are our estimates 

The CHairMan. In the spring of 1950 you will recall that the 
Wisconsin dairy farmer was getting well under $3 a hundred for his 
milk. 

Mr. Corron. The only thing that has held Wisconsin dairy farmers’ 
income up over the income from some of the Northeastern States, 
according to quotations from these publications is the price of hogs 
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being up, and these Wisconsin farmers were producing some hogs and 
the Northeast farmers were not. 

The Crarrman. In 1950 hogs were down 12 to 14 cents a pound, 
which does not show on the chart. Is that right? 

Mr. Corton. Yes, sir. 

The Cuarrman. Milk dropped about $1 a hundred in that period 
that I referred to, and it does not show on the chart. 

Mr. Corron. It dropped very sharply in 1949. 

The CuarrMan. I think the Department would do well to revise 
that chart. 

Mr. Corron. By 1953 the total return to farm families had dropped 
sharply from 1951 and 1952. Our estimates for 1954 are based on the 
drop in the support price. In the case of western Wisconsin, their 
prices are tied very closely all the way through to manufacturing 
milk prices. We gave the full drop of 15 percent. Here in the 
Northeast we used 2 estimates, 1 is the drop on the manufacturing 
part which would go the full way, and on the other, maybe not so far 
That would give us an 8-percent drop. If we took the full drop the 
income would be much less. In this case the total returns to labor 
for farm operator and family in western Wisconsin farms in 1954 is 
estimated at $1,338. That includes family living from the farm. 

In the case of the Northeastern States the estimate is from $852 
to $309, somewhere in that range, with this 16.7 percent drop in 
supports. 

Senator HickenLooper. Mr. Chairman, may I ask: Is that chart 
based on the equivalent value of 1937-41 dollars or is it based on 
dollars? 

Mr. Corron. This is actual dollars, Senator Hickenlooper. 

Senator HickeNLoopsEr. It has no reference to the purchasing 
power? 

Mr. Corron. The next chart is on purchasing power. The next 
chart is exactly the same as this except that it has been deflated by 
the change in index of wholesale prices to represent purchasing power 
in terms of 1937-41 dollars. In that case you see both western 
Wisconsin and central northeast dairy farms are below the purchasing 
power that they had back in the recession period of 1937-41. In the 
case of western Wisconsin dairy farms the purchasing power for this 
year is estimated at $669, as against what the Department published 
for last year, $988. 

In the case of the Northeast States dairy farms the amount is $426 
to $155, purchasing power. That is 1937-41 dollars. 

The CuarrMan. Is that a Department of Agriculture chart, too? 

Mr. Corron. This is exactly the same chart here except that you 
will notice on our table 1—A, that you have there, that we have shown 
the index of wholesale prices. As it has changed we have divided 
the actual dollars by the index. 

The Cuarrman. Did they ever explain to you how they happened 
to use the years 1947-49 and then jump to 1951? 

Mr. Corron. I imagine it is a matter of convenience, other than 
any other purpose. 

The Cuarrman. In the spring of 1950 there was a drop of about 
35 percent in the purchasing power of the Wisconsin dairy farmer. 
You understand that even if this chart does not show it. 
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Mr. Corron. Yes, sir. 

The CuarrMan. In a year’s time that took place. 

Senator ELLENDER. It must not be forgotten that the farmer had 
recommended a continuation of this program. It may be the reason 
why they did not give all the facts. I do not know. It could be 

I will point out soon on the Senate floor where it was done to 
others where they could not have made it worse, to blacken them all 
The Secretary recommended that dairy price supports be continued 
at 90 percent. I am somewhat disappointed that they were not 
quite accurate. 

Mr. Corron. Senator, chart 3 is based on exactly the same income 
figures as chart 1, except that we have just taken the total number 
of hours worked per farm family and divided it into the income to 
get the amcunt per hour. The lines show returns to dairy farmers, 
hired farm labor, and manufacturing workers, in actual income. 

All of these are Government reports up to 1954, and we have taken 
the most recent figures and extended them for 1954. with the revisions 
that we have made in our estimate due to the drop in support prices 

Senator ELLENDER. Prices are going up except those received by 
farmers. 

Mr. Corton. These are dairy farmers 

Senator ELLENDER. | understand that 

Senator ScHoErPEL. And yet the price of milk put on the doorstep 
has increased. 

Senator ELLENDER. Yes, it has. 

Mr. Corton. Chart 4 is based on purchasing power per hour. ‘This 
is chart 3 converted to 1937-41 purchasing power. From the pub- 
lished figures of the Department, last year, we had gotten down to 
27 cents an hour on western Wisconsin farms. 

In the central Northeast in 1953, we were down to 17 cents an hour 
in 1937—41 dollars. We are back down to where we were in the re- 
cession period. This year we may be considerably below the recession 
period of 1937-41. 

Income here per hour of labor, in the case of western Wisconsin 
farms, is 17 cents; a liberal estimate in Northeastern farms is 10 cents, 
and it may go as low as 3 cents per hour. 

Senator ELLenNpER. That is going back to the old days in the South 
and in parts of the Northeast. 

Have you made any study, or can you furnish us information, to 
show that with the decrease in the revenues of the farmer the pric 
of what he buys is going up 

Have you any figures on that? 

Mr. Corron. Oh, ves. 

Senator ELLeENpDER. That is my understanding. And it might be 
apropos to put some of that data in the record at this point to show 
that the farmers’ income has been decreasing, whereas prices of what 
he purchases in order to make the watch tick costs more. He has 
to pay more for what he needs. 

Senator HickKENLoopeR. Do you have any data that shows that 
that could be conveniently put in the record? 

Mr. Waurz. Yes, sir. 

Senator HickENLoopPER. Without objection it will go in the record 
at this point. 

(The matter referred to is as follows:) 
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Index of prices paid by farmers 
January 1952 
January 1954 


Percent change 


Mr. Wattz. | would like to continue my prepared statement 

Furthermore, the dairy farmer has suffered a considerable loss in 
the capital value of his cattle. The value of milk cows in herds al 
ready has fallen from $251 per head in January 1952 to $146 in January 
1954, or 41.8 percent. 

The total drop in the value of the Nation’s milk cows in the past 2 
years has been $2.25 billion, or 38.5 percent This ts in spite of the 
fact that the number of milk cows is now greater by over 1 million 
head—-1952, 23,369,000; 1953, 24,094,000; 1954, 24,735,000 

As the 75 percent support materializes and dairy product prices 
drop, n corresponding further deelin ‘in cow values can ay ( xpect d 

What will be the effect in dairy farm mortgage foreclosures of these 
calamitous falls in dairy income and values? What will be the 
effect on business activity which depends on dairy farm purchasing 
power? What will it mean to the levels of living of dairy farm 
families, and the families of workers employed in allied industries? 

What happens to the dairy farm family which expanded its herd as 
recently as late 1952, at 1952 costs—at the behest of the National 
Government and on the prediction that we would be short of milk? 

With low prices, reduced capital, and the threat of bankruptcy 
facing dairy farmers, what will happen in the next 2 or 3 years to the 
milk supply for a rapidly growing population whose requirements are 
increasing at the annual rate of 2 billion pounds of milk per year? 

In the light of that growing need, is it logical to bankrupt thousands 
of dairy farm families now? For a few dollars, shall we throw our 
our national economy into a tailspin? 

The dairy support program is actually comparatively modest 
How heavy have been the price support pure chases of dairy produc 
as compared to those of other commodities? The attached table 
prepared by the Commodity Credit Corporation, shows that ace 
are 18 agricultural commodities which, in 1954—even with acreage 
controls—will have a considerably higher proportion of total produc 
tion placed under price support than will milk or butterfat. 

Sixteen of these are charted in comparison with milk in chart 5. 

From 1951 through 1954, less than 4 percent of our milk production 
will have been placed under price support. This compares with over 
one-third of the wheat, peanuts, and wool crops; and about one- 
fourth of the cotton and cottonseed, and flaxseed crops during the 
same period. 

We have prepared another chart, the last one, chart 5, which you 
will find extremely interesting. 

Mr. Corron. This next chart is based exactly on Commodity 
Credit Corporation figures on table A in our manuscript. I believe 
this was submitted for the record by the Secretary some 10 days ago. 

This is that table in chart form. It shows the estimated proportion 
of the total commodity crop that will be placed under price support 
in the 1954 crop year. On extra long staple cotton it is 100 percent 
From there it ranges all the way down from 63 percent for wool to 6 
percent for milk. 
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Senator ELLENDER. Does that include all tho 
Mr. Corton. All the products produced; y« 
Senator ELLeENDER. Cheese? : 
Mr. (C‘o1 TON Of total farm milk produc tion 
Senator ELLENDER. Is that in volu 
Mr. Corron. That is in 
Senator H1icKENLOOP! 
Mr. Wautz. This is how n 
consumption of milk to utiliz 
not call it surplus production 
per day, per capita, would util 
reserve productior ni 
Senator HicKENLOOP! 
is 
Mr NORTON 
Senator 5 
Mr. WaALtrz 
lLlow mu h will dairy prod 
uct consumption be increased 
ports to 10 percent ol parity 
The Dairy Situation of March 
Marketing 
that milk production in 1 t 
compared to 121.2 billion i 
It further points out th: 
were some 11 percent lower 


Service makes ome 


at record levels, total per ¢i 
all forms was less in 1953 than 
This recognizes the fact that 
122 percent since 1939, as compat 
food prices, and a rise of 200 percent 


facturing workers 


rom these two announcement 


it 1s apparent that the drop in suppol 
supply and demand into balance this 

What, then, will be the financial results 
the dairy farmer? The Commodity Credit 
will buy 6 percent of the milk production thi 
centage as the past year 

If it does, its saving will be largely the difference in the cost of th 
same quantity at 75 percent of parity as compared to the cost at 9¢ 
percent of parity. This would amount to about $40 million A 
already has been pointed out, it will cost dairymen up to $600 million 
in dairy product sales, and further losses in dairy animal sales and 
inventories. 

For these reasons, the National Milk Producers Federation strong 
recommends the enactment into law of the following amendment to 
section 201 of the Agricultural Act of 1949—7 United States Code, 
section 1446 by inserting at the end of subsection (c) thereof th 
following: 

That price support level for milk, butterfat, and the products of milk ar 
butterfat for any year shall not be reduced by more than 5 percent of the 
actual price intended to be reflected to farmers by the support program for the 
preceding marketing year, except that such limitation does 1 
due exclusively to changes in the parity index 


44084- -54—pt. 1 24 
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This amendment has been introduced by 26 Senators—S. 2962—and 
i6 Representatives—H. R.7895—and has been unanimously approved 
by the special dairy committee of the House Agriculture Committee. 

We believe the Secretary of Agriculture would have been assisted 
by such an amendment instead of the existing language of the 1949 
act at the time of his price support announcement. It would have 
permitted him to comply with the President’s announced policy of 
limited year-to-year changes in price support levels. 

We urge the immediate enactment of this emergency legislation. 

That completes the written testimony. I would like to comment 
for just a minute on a disposal program that-has been recommended 
to the Secretary by his task committee unanimously as long ago as 
November and propos ed during the middle of last year and adopted 
as the policy of the National Milk Producers Federation whereby this 
butter should be given the opportunity of moving back into commer- 
cial channels of trade at a reduced price basis, the price within tl 
control of the Department of Agriculture, to be averaged with the 
support price. 

[t can mean a reduction in price of any amount down to as little 
as about 35 cents a pe yvund to the consumer ; if need be. to move the 
butter. If only a 25-percent increase in the consumption can be 
achieved by moving this butter back at a reduced price to the Ameri- 
can public, and if it had been adopted 10 months ago we would have 
had no surplus butter today. 

I urge you to use your influence to get the Secretary to establish a 
program that will move these products rather than store them. 

Tae CHatrmMan. What would you do with the powdered milk on 
han 1? I suppose we have by this time around 600 million pounds. 

Mr. Watrz. Yes, sir; we have. Had a program been instituted 
some time back, as I proposed in explaining this bill, and which I am 
certain the Board would have instituted, we never would have had 
this accumulation of milk powder. I think it can be disposed of 
without too much loss. Some loss, of course. But it can be disposed 
of and at the same time build a permanent market for milk products 
for the American dairy farmer. 

The CuarrMan. There again you would have the State Department 
in the picture; do you not? 

Mr. Watrz. Not on the programs that I am thinking of. I under- 
stand the Pakistan Government is interested in one program at the 
present time. The thing that is holding it back is no assurance of 
a continuing supply. 

The CHarrmMan. Don’t you understand that the Department is 
launching a vigorous program to dispose of surplus dairy products? 

Mr. Watrtz. I read in the paper yesterday that the Secretary ex- 
pected to announce a disposal program this morning. I have just 
been advised that no program was announced. 

The CuarrmMan. I notice in your statement that you point out the 
expansion of production and the increase in dairy cattle numbers of 
about a million head over the last 2 years. You also point out that 
in the years when prices were low there was an increase in dairy 
cattle numbers. 

Mr. Watrz. It has been my experience over some 35 years that, 
the paying price to the farmer is reduced, his obligations are such that 
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it is necessary for him, in order to secure sufficient funds to continue 
operating his farm, to add to his production. 

That continues up to the point where he no longer can carry on 
and as in the depression many of them were forced into bankruptcy 

The CHAIRMAN. With respect to this increase of 1 million head in 
the last 2 years, isn’t that the result of saving heifer calves of 2 years 
ago when prices were high? Don’t they save heifer calves when prices 
are high? 

Mr. Watrtz. Yes, sir. 

The CHarrRMAN. Doesn’t that result in having too many cattl 
when prices get lower? 

Mr. Watrtz. | think there is a second factor that must be given 
consideration, and that is the relatively low value of the cull cattle 
from the herds due to reduced values for beef, with the result that 
farmers have not culled their herds as much as usual. Also, veal 
calf sales are no longer as profitable. More beef cows are milked 

The CHarrMan. Isn’t one reason they have not culled their herds 
is because the herds were culled so closely in those years when an 
old cow was worth $300 for meat? As a consequence they have a 
pretty good grade left now? 

Mr. Wattz. The average production per cow has increased, but it 
still leaves much to be desired as far as per-cow production is con- 
cerned. 

The CHatrMan. Another question is, To what do you ascribe thx 
drop in per capita consumption of dairy products this last year? 

Mr. Wattz. This post year total milk consumption changed very 
little; from 694 to 689 pounds per person. In previous years I thin! 
there were several factors. Dairy products have been displaced in 
domestic consumption to some extent by imitation dairy products 
where vegetable fats have been substituted for butterfat. We a 
attempting to direct that situation to the attention of Congress in 
the O’Hara bill and hope that Congress will take some action on it. 

The CHarrMan. To what extent could we increase consumption of 
butter? As I understand it, if there was not a pound of oleo sold 
today, the consumption of butter would still be less than it was som: 
20 years ago. 

Mr. Watrz. That is, I think, correct. In the American diet ther 
is less total fat intake today than there was prewar 

The CHarrMan. I have one other question. Assuming Congress 
continues dairy price supports for another year or two at 85 percent of 
parity, would the dairvmen be willing to accept any marketing quot: 
base ratings, marketing regulations, in return for a guaranty of such 
supports? 

Mr. Watrz. There has never been a proposal by the Secretary that 
has come to my attention directed toward the control of milk produ: 
tion. We have never had the opportunity of examining such 
gram. I cannot say what the dairv farmers’ reaction, nation 
would be to production control on milk lt is difficult to speculat 
on the reaction until such a program is proposed 

The CuarrmMan. Do you think, in view of the fact that there 
some 30 million diverted acres supposed to come out of production of 
corn, wheat, and cotton, that you could prevent a tendency to us 
those diverted acres for the production of what are presently unneeded 
dairy products? 
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Mr. Watrz. I think a production control program on dairying 
would be extremely difficult to administer. 

The CHarrMan. I remember when we tried it in the thirties. It 
was very difficult to administer. In fact, it just about could not be 
done. But nevertheless, with all these diverted acres, aren’t we in 
danger of getting a still further increase in production which will run 
us an further ahead of the increase in population? 

Mr. WAL That could happen, Senator. I delieve, however, the 
best selbiahete we have against that situation developing is th 
adoption of this self-help program which I have covered for you 

The Cuarrman. | think that a self-help program, whether yours in 


detail is the one or not, is certainly worth working on | simply 
want to point out the difficulties In enacting constructive legislation 
in an even-numbered year—put it that way—1954. There is a tend- 


ency to give eve rybody | eve rything tl ley ask for. It looks to me like 
it would be ve ry difficult to exercise any degree of controls over diverted 
acres for some time to come, 

Naturally people will divert those acres to what they think will pay 
best. Whether they guess right or not, we do not know. In other 
words, when you start controls on any particular group of com- 
modities, there is apparently no stopping until you control everything 

Do you know of any way that you can stop it? 

Mir. Waurz. On dairy products, if you leave control to the dairy 
farmers themselves, I am sure as the years pass by we will effectuate 
a program that will level out production to needed consumption and 
vet provide an adequate supply at a proper price for both the con- 
sumer and producer 


The CuatrMan. I do not plan to take up any more time, Do you 
have any idea how we can assure the dairy corr that he will 
vet any level of support wihtic ‘h is guaranteed to him by law? 


I sek of that at this time because of the many comm aints that 
while the plant operator has no difficulty in disposing of his entire 
output to the Government at the support level, that ae times the 
producers who sell to-him have a great deal of difficulty in getting 
anywhere near that amount 

Is there any way we can handle that? I am sure the Department 
would like to know a way, if it is possible to work one out. 

Mr. Waturz. I do not know, under Government operation, how 
you can handle it. From the legal standpoint I would assume that 
you — fix a paying price that the handler of the product would 
have to pay to the producer because it would be extremely difficult 
to administer 

The CuarrMan. The logical answer is to regulate price and service 
and quality through soundly operated cooperatives. 

Mr. Watrz. That is correct. 

The CuarrMan. I think it is perfectly obvious that since the Gov- 
ernment embarked 2 years ago upon a policy of guaranteeing farm 
income from the Treasury in the form of high level supports, the 
farmers have lost considerable interest in efficient management of 
their cooperatives, and certainly I do not know of many new ones 
that have been established since that time. 

In other words, if Government guarantees the income, why have a 
cooperative? 
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Mr. Waurz. In a cooperative, however, the producer does benefit 
by whatever net return the cooperative receives. 

The Cuarrman. I think he does. I agree with you absolutely. 
But I think he could benefit still more if more farmers took greater 
interest in their cooperatives. 

Mr. Wattz. I agree with you 100 percent on that. That is on 
reason why in this bill we bave a provision whereby this Board could, 
in instances where farmers were denied the right to receive the mini 
mum value of milk, the Board could lease and operate plants 

I think it is tremendously important that they have that power 

The CuarirmMan. Except for cooperatives we would not have market- 
ing orders to the extent we have today 

Mr. Waxrz. That is correct. 

The CHarrMan. Senator Hickenlooper? 

Senator HicKENLOoprER. | would like to ask one or two questions 
on a little different line. 

Mr. Waltz, for dramatic illustration, you said an additional ounce 
and a half or whatever it is of milk per day consumed by the American 
people per capita would wipe out the surplus, | believe. Therefore, 
if a means of distribution of whole milk to all of the American public 
were devised at a price which they thought they could pay, that might 
solve the problem. Is that true? 

Mr. Waurz. | think that is right 

Mr. Hicken.Looper. If you could step up the consun 
milk? 

Mr. Watrz. That is right 

Senator HickeNLoopeErR. In the last year or so | have had several 
people talk to me about the experiments in the canning process of 
whole milk, with the attempts to get whole milk canned without 
added use of preservatives or anything of that kind, the idea being— it 
has been advanced at least—that in flush seasons and in areas of 
great production if they can find a satisfactory process for canning 
whole milk that whole milk could be shipped at a very low cost into 
areas where the cost of whole milk is very high. Do you think some 
such process if successful and if it could put satisfactory whole milk 
into some of the areas in the United States where the prices are high, 
would that go a great way toward increasing or stepping up the con- 
sumption of whole milk? 

Mr. Watrtz. I need to answer that in this way, Senator: the attempt 
has been made, as you know, and one process was developed and a 
plant was in operation about 70 miles from my home city of Seattle 
The process was advertised as making possible the canning of milk 
equivalent to fresh bottled milk. However, when the manufacturer 
put it on the market the housewife found out that was not the case 
So they could not get consumer acceptance of it 

Senator HickeNLoorer. I am assuming a satisfactory process 
I am not referring to any particular process. 

Mr. Watrz. To answer your question directly | would say if such 
a process could be developed it should stimulate total consumption 
of milk. Whether it would stimulate it very greatly or not | could 
not say. 

Senator HickeNLoorer. For instance, I am told that there are 
areas in the United States today where grade A milk, for instance, 
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costs wholesale 35 cents a quart. Perhaps in those same areas they 
use cheaper milk, that is, less sterile perhaps or milk that has not 
been given any treatment. But the grade A milk costs 35 cents a 
quart wholesale. If a satisfactory process for canning whole milk 
could be devised, whole milk could be laid down in those areas whereas 
for city the price we pay for milk in Washington, Chicago or other 
places, and it would step up the consumption of milk because of its 


lower costs 


Ir. Wautz. There are fot many areas of large population where a 
price of 35 cents a quart applies. There may be a few isolated districts 
of low population or short milk production, or due to heavy transporta 
tion costs, where such a price does apply. I do not know of any 

Senator HickeENLoopeEr. I think it is inadequate production in the 
or 3 areas that I have been told about 

Mr. Waurz. Possibly the areas are not suitable for high milk pro 
duction. In this particular process that I mentioned a moment ago 
they were not able to get their costs to the consumer much under 35 
cents a quart even in nearby areas where they had low freight rates 
The cost of canning is very, very expensive. 

Senator HickKENLoopER. I understand the problem has not been 
solved necessarily. Iam just thinking that if some such process were 
d ‘Ve loped il would enable the canning to be done in periods of flush 
prod ction. 

Mr. Waurz. I can assure that cooperatives and others in the milk 
field are using every means at their command to produce those types 
of products, and we do have some new products, not sterilized canned 
milk, but other products in the dairy field that are increasing total 
consumption of dairy products by the American public. 

Senator HickENLOOoPER. Do you have anything, Senator Schoeppel? 

Senator Scuoeppe.. | have no questions. 

Mr. Waurz. Senator, and gentlemen, I certainly appreciate the 
privilege and opportunity of presenting this program to you. 

Senator HickeNLooprerR. Thank you, Mr. Waltz. It has been very 
interesting. 

The meeting will be adjourned until 10 o’clock tomorrow morning 

(Whereupon, at 12:20 p. m., the committee was adjourned, to re- 
convene at 10 a. m. Tuesday, March 16, 1954.) 


») 
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TUESDAY, MARCH 16, 1954 


UNITED STATES SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY’ 
Washin jto7 D C¢ 


The committee met, pursuant to recess, at 10:15 a. m., in room 324 
Senate Office Building, Senator George D. Aiken (chairman) presiding 

Present: Senators Aiken, Young, Thye, Williams, Ellender, and 
Anderson. 

The CHarrMan. The committee will come to order. We continue 
our hearings this morning with representatives of the dairy industry 
The first witness will be Mr. W. A. Wentworth, of the Borden Co. | 
understand, Mr. Wentworth, you are representing the Dairy Indu 
Committee this morning? 

Mr. WEeNTWorTH. Yes, sir 

The CuHarrmMan. | understand you’re appearing in place of 
Brightman, your executive secretary. We are glad to have you 
and you may proceed with your statement 


STATEMENT OF W. A. WENTWORTH, BORDEN CO., NEW YORK, 
N. Y., REPRESENTING THE DAIRY INDUSTRY COMMITTEE 


Mr. Wentwortnu. My name is W. A. Wentworth. I am an execu- 
tive of the Borden Co., of New York. I am appearing here on behalf 
of the Dairy Industry Committee with offices in Washington, D. C 
This central committee is c mposed of official representatives ¢ f the 
seven national dairy associations whose members are engaged in the 
production, processing, manufacturing, and distribution of milk and 
dairy products. These associations are American Butter Institut 
National Cheese Institute, National Creameries Association, American 
Dry Milk Institute, Evaporated Milk Association, International 
Association of Ice Manufacturers, and Milk Industry Foundation. | 
think those names imply the fields which those organizations function 

We are speaking for a major segment of all business organizations, 
large and small, whose interest in the agricultural problem is as vital 
as the farmers who produce the milk and the consumers who consume 
the products of this industry. 

We are interested in the welfare of farmers who are the suppliers 
of our raw materials. It is essential that dairy farmers continue to 
produce milk of the high standards of purity to which the American 
public is accustomed. Milk and milk products are indispensable in 
the American standard of living. We are interested in maintaining full 
production, uninterrupted distribution, and increased consumption 
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Price supports present many special problems when applied to 
production of milk. These problems are due to conditions peculiar 
to the dairy industry 

a) Milk is an important source of the farmer’s current cash income 
That means his day-to-day cash income. Milk is paid for at least 
monthly or at shorter intervs ae 

(b) Milk production changes slowly. It takes about 3 years to 
bring a new cow into production. That is, the increases and the 
decreases in production are relatively slow, particularly compared 
with crops 

(d) Many farmers have competing alternatives, such as the produc 
tion _ beef or pork. Others have few, if any, alternatives. 

The lower price of beef has a retarding influence on the culling 
rf 2B 

(e) Milk is highly perishable. Most dairy products are also 
perishable. 

(f) Consumption of da airy products per capita on a wilk equivalent 
basis was smaller in 1953 than in 1952. This was true even though 
prices of dairy products were lower, consumers’ incomes were higher 
and the increased sales efforts by the industry all favored increased 
consumption per capita in 1953. 

(g) No controls on production seem feasible for milk and none are 
prov ided in the statute 

(h) Production of milk is highly seasonal whereas consumption is 
fairly steady throughout the year. 

Although the long-term outlook suggests increased requirements for 
milk, the short-term outlook is for continued surplus production. 
Inventories are in record quantities, large quantities of which are in 
the hands of the Government. That is inventories of dairy products, 
you understand. A disposition program is urgently required. 

Our experience indicates that continuation of the price levels of the 
past few years will aggravate the problem. Less rigid support prices 
are needed. Furthermore, failure by the Congress to recognize this 
need now may postpone for many years an effort to bring realistic 
pricing into this industry. We cannot say what price support in terms 
of a percentage of parity is needed to balance production and con- 
sumption in 1954 or any subsequent year. We recommend that need 
for price flexibility be recognized by this Congress in order that the 
recurrence of problems such as those that confront us now may be 
minimized in the future. 

Senator ELLenpsr. May I ask a question? 

The CHarkMAN. Senator Ellender. 

Senator ELLENDeR. You have been in the milk business for quite 
some time, | am sure. If you do not know what to do, what do you 
expect Congress to do? 

Mr. Wentwortu. Insofar as the 

Senator ELu=nper. You say here, “less rigid support prices are 
needed.”” That is your advice. Over in the next sentence or two 
you say that you do not know what that ought to be. Can you not 
give us an idea? 

Mr. Wentrworru. As to what relationship to parity would move 
the product? 

Senator ELLenperR. Yes. In other words, I wish you would try 
to answer. You say less rigid support prices are needed. Why is 
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that? If the present 75- to 90-percent support is not the right one 
what in your estimation would be the right one? 

Mr. Wentrworta. I think I will have to say, Senator, that the 
experience over the many years is that prices fluctuate in order to try 
to balance production and consumption. Never in history that | 
know of has anybody been able to say that 6 months from now, o1 
3 months from now, such and such a price will move a product unless 
that is an extremely low price 

The purpose of the present act is to maintain support prices for the 
farmer. Weare just unable to say what relation to parity will actually 
move those products all into consumption. 

Senator ELLENDER. Do you think there is an overproduction of 
milk? 

Mr. Wentwortu. There certainly is at the present time 

Senator ELLenpDeER. Is that not the problem? 

Mr. Wentworth. It might not be if the price were such that the 
consumers were willing to purchase it all 

Senator ELLENDER, How much cheaper do you think milk would 
have to sell to have it all consumed? 

Mr. Wentwortn. Today? 

Senator ELLENDER. Yes. 

Mr. Wentwortu. It would have to be substantially reduced be- 
cause there is this inventory which the Government is holding; the 
heaviest production also going on that we have ever had in our his- 
tory. I cannot say, Senator, and I doubt if anybody else can say, 
that such and such a price on butter, such and such a price on fluid 
milk would move all this product. It would have to be cut and 
tried. 

The CratrMan. It would depend on the ability to develop new 
markets, too; would it not? 

Mr. Wentwortu. In developing a new market, you have to have 
a price that will permit that. 

Senator ELLENDER. What is your suggestion as to what ought to 
be done for the dairy people since there is this overproduction? 

Mr. Wentworth. You are anticipating what we are coming to 
here in a minute, Senator. 

Senator Youna. May I ask a question at this point? What is oleo 
selling for, about 35 or 39 cents a pound in Washington 

Mr. Wentworts. Less than that. 

Senator YounG. Butter is about 80; is it not? 

Mr. WentTwortH. It varies. 

Senator ELLenver. I bought some yesterday. It was 82 cents. 

Mr. Wentworrn. It depends on where you buy it. That is the 
best butter. That is the only kind you would buy. We are glad of 
that. 

Senator ELttenper. I do not know about the best. I have been buy- 
ing butter over here at the Giant store. It has ranged from 79 cents 
to about 80 or 85 cents. It is this Land O’ Lakes butter. Then there 
is one of the Giant specialties which is about 2 cents cheaper. 

Senator Younc. The Army buys oleo for 15 cents a pound, which 
indicates they can make it as cheap as 15 cents a pound. The thing 
that puzzles me is: How is the dairy industry going to be able to com- 
pete with oleo pricewise? Certainly butter could not be produced fo! 
anything like 15 cents a pound. 
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Mr. Wentwortu. I| do not think that anybody in the dairy indus- 
try feels that the price of butter would have to be as low as the price 
of margarine in order to successfully compete with it. 

Senator Youna. How big a spread could you allow? 

Mr. Wentwortn. Again that is the day-to-day question. For 
many years the retail price of butter was about twice the retail price 
of margarine. That was before margarine could be colored yellow 
and have added synthetic flavors to it so it would taste more like butter 
and so forth. 

What we have been having for a number of years is the price of 
butter about three times the price of margarine. That is a general 
statement. It may not be specific at times. But if the history in the 
past several years would repeat itself, butter would probably be con- 
sumed if it were, say, somewhat less than twice the price of margarine. 
But that might not happen. It might take some time to get consumed 
what we have on hand. 

Any amount of any product, excess inventory, has a price-depress- 
ing effect because those who hold it must move it into consumption 
somehow 

The CuarrMan. If there were a reduction of 8 or 10 cents a pound 
in the price of butter, how much more would be sold? 

Mr. Wentwortu. Would you ask one of the special butter wit- 
nesses whe: 1 he comes up that question? 

The CuarrmMan. We will probably ask them something anyway. 

Mr. Wentwortu. We say here that we do not think that the 
reduction of the support price to 75 percent would move current pro- 
duction, to say nothing of relieving the amount of butter that is in 
inventory, or cheese for that matter. 

Senator YounG. How flexible a program would you have to have? 
In your statement you advocate more flexibility. Do you have to get 
flexibility down to say 60 percent of parity, or 50 percent? 

Mr. Wentwortu. We come to that in a little bit, not specifically 
but perhaps we could discuss that at that time a little more 
effectively. 

Senator Youna. I Would like to have an answer to that if I could. 
You advocate more flexibility, but still you say 75 percent of parity 
will not allow this butter to go into consumption. It will go into 
storage. I assume you mean that. 

Mr. Wentwortn. What | mean to say is that the minimum under 
the present law which is 75 percent of parity and which has been an- 
nounced as effective April 1, in the estimation of the people in the 
dairy industry, will not bring about consumption of the production 
of this year and have any particular effect upon the amount of goods 
in storage, the amount of inventory the Government holds. 

We come to a point here later, Senator Young, where we suggest 
a means of meeting that situation. 

Senator Younac. Does that not mean we are perhaps going to have 
to find a different kind of program for dairy products? 

Mr. Wentwortn. That is what we suggest. 

Senator Youna. I do not see how a farmer can produce dairy 
products at less than 75 percent of parity over any extended period 
of time and stay in business. Certainly the price the farmer is 
receiving is not too high. 





GENERAL FARM PROGRAM 371 


Mr. Wentwortn. I suppose we might as well forget that we have 
a piece of paper in front of us and just visit here. Is that all right? 
Our proposal, as we come to it later, Senator Young, is that the sup- 
port price to the farmer be maintained at what is felt necessary by 
those in the Government and those responsible for that particular 
activity, and that Congress give the Secretary of Agriculture the power 
through other means than he already has to dispose of those products, 
whether by a purchase and sell-back program, or some other that he 
could regulate which would put the consumer price at a point where 
the production would be consumed. 

The CuarrmMan. But, Mr. Wentworth, suppose that the support 
level was pretty good and suppose the farmer was able to get the 
support level which today is not passed on to him in many, many 
cases by the operators, and he produced 2 billion pounds of butter a 
year. It would not make any difterence if that were sold for 10 per 
cent of parity to the consumer, would it? It would not be used 

Mr. WentwortH. You mean that if butter was practically on 
giveaway basis? 

The CuairmMan. If we produced 2 billion pounds a year and every 
pound of oleomargarine were eliminated from the market, you still 
would not use all the butter 

Mr. Wentwortu. | doubt if you would get 2 billion pounds of 
butter for a long time. The consumption of other dairy product 
would increase and there would not be so much, relatively, of tl 
butterfat going into butter 

The CuarrMan. About 30 million acres are being taken out of corn 
wheat, and cotton production this year, and apparently a good shar 
of that, if there are no restrictions, is headed for dairy pro 
I would not Say 2 billion pounds of butter a veal would be unl 
if the price were sufficient. 

Senator Younc. Mr. Chairman, I think we have another problen 
to contend with aside from these diverted acres, the part of them that 
may go into production of dairy products. We have the problem 
probably of consuming all of the Canadian production of feed. They 
are moving in here at a very high rate in the last year or two. I do 
not see how we can consume all the cheap feed grains that the Cana- 
dians produce on top of our own. 

Mr. Wentworth. I do not think, that can be done either. 

Senator Youna. That is part of our problem now 

Mr. Wentwortnu. There needs to be some restrictions on imports 
as long as prices are supported for the American farmer 

Senator Youna. In North Dakota, of course, we are quite severely 
affected by Canadian imports of oats. All of our grains are cheap 
and as a result we have increased our dairy production considerably 
We will be going into more cattle feeding, more hog feeding. We are 
going to have to do something to market our grains other than in a 
cash market at the present prices. The prices of oats are just too low 
We can not afford to market them that way. We are going to have 
to market them through dairy products, meats, or something el 

t 


5 se 
And we have all this Canadian production up there staring us in the 
face and nothing to stop it from coming across, other than just a 
temporary agreement to hold oats back till next September. 
Mr. Wentworth. As far as dairy products are concerned, Senator 
and we do not intend to speak, of course, for any other agricultural 
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product—as long as farm prices are supported by the Government it 
is necessary to maintain some type of restrictions on imports. Other- 
wise the United States will be flooded with the world production of 
any or all agricultural products. 

Senator Youna. I agree with you completely. 

Mr. Wenrwortnu. The housewife casts a ballot each day whenever 
she purchases food for her family. She determines what she will 
spend for that food. She has little interest in the fact that in 1953 for 
1 hour of her husband’s labor she could buy 2\ pounds of butter or 
over 2 pounds of cheese as compared with 1 pound in 1929. She 
hasn’t always appreciated the fact that she can buy no other food that 
compares in nutritional value with milk at 12 cents a pound—that is 
about 25 cents a quart—or cottage cheese at 25 cents a pound. The 
housewife rebels at paying a price higher than she thinks she should 
pay. Her ballot cast at the local grocery store may decide the future 
of the dairy industry. The fact is that she is not buying enough milk 
and milk products now. 

We shall have to sell almost all of this year’s farm milk output to 
the citizens of our own country. In a free market, the price for milk 
would be the price they would pay, of course, converted to the prices 
of the product. 

Senator Younc. Would it not help a whole lot to get people to buy 
more milk and more butter if we put on a program of telling the con- 
sumers that the farmers are not receiving an exorbitant price for these 
commodities? Much of the publicity now would indicate that the 
farmers are being paid a terrific price for butter. Of course the 
Government is accumulating enough of it, but at the same time what 
the farmer is getting does not represent an exorbitant price. I think 
the consumers have the wrong impression. 

Mr. Wentwortu. The American Dairy Association, as I think 
you know, has been carrying on an effort of that ntaure for several 
months, ever since this accumulation of dairy products began. On 
the other hand columnists and editors criticize the situation. They 
have been carrying on what seems to be a very definite program in 
that respect. 1am satisfied that they are not alone in that, although 
1 cannot cite other situations. 

I do know that many of the milk-producing organizations, coopera- 
tives, in specific markets have carried on programs of that nature 
and are doing so at the present time. 

Senator Youna. It could be a little more effective. Much of the 
mail I am receiving indicates that anyone in the butter business is 
sort of a villain. 

Mr. Wentwortu. I realize that. We do not know how to get 
people to think of us as good when so many people sometimes say we 
are not quite that way. Every effort that I know of is being made 
to overcome that situation. No miracles will happen suddenly to 
offset the unfavorable public attitudes engendered by overhanging 
Government-support stocks and rigid price levels. 

The best opportunity to recapture strong consumer acceptance 
and to build back consumption is through such pricing adjustments 
during the current dairy crop year, as will result in disappearance by 
consumption rather than accumulating the output in storage ware- 
houses 
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Pursuant to the statute, the Secretary of Agriculture announced 
new dairy support levels for milk and butterfat on February 15 for the 
year beginning April 1, 1954. Even with the reduction of the support 
price to 75 percent of parity, the resulting reduction in price of dairy 
products may not be enough to recapture markets The Secretary s 
action alone is not enough. 

It is the opinion of the DIC that, even at the levels and prices 
announced by the Secretary, production will exceed consumption, 
with a further accumulation of dairy products in the hands of the CCC, 
No support program can be long maintained in the face of continually 
mounting surpluses. 

Failure to take steps to dispose of existing surpluses causes great 
concern. The current inventories of dairy products owned by CCC 
are much greater than any previously in existence. Another year of 
inactivity in this field may easily double this surplus. The reduction 
of price supports for milk to 75 percent of parity may retard the rate 
of inventory accumulations. We doubt that it will contribute to any 
inventory reduction under supply conditions as they exist in the first 
quarter of 1954. Production is running substantially ahead of a year 
ago at the present time. 

Limitations of storage space—and that is becoming serious 
perishability of these products, and the cost to the Government. or 
continuation of these high inventories in storage urgently require a 
positive program of inventory liquidation. 

The urgency of this problem prompts a recommendation different 
from the established principles of the dairy industry 

Senator ANDERSON. You say production is running far ahead of a 
year ago. Would you break that down as to milk, cheese, and butter? 

Mr. WentwortH. May | change the word from “far” to “‘sub- 
stantially’’? 

Senator ANDERSON. Even if you change the word, would you give 
that breakdown? 

Mr. Wentwortn. The butter production is about 20 percent 
greater than at the same time as last year, the same months. Cheese 
production is about 10 or 12 percent ahead. January milk production 
was about 5 percent ahead of January 1953, and February about the 
same. 

Senator ANDERSON. Taking into consideration the fact we have an 
increase in population, it is not far out of line, is it? 

Mr. Wentworth. | asked if I could change that word “‘far’’? It 
is substantially ahead, however. It is running just about the same 
ahead now as it did in 1953 over 1952. 

Senator ANpeRsoN. Would it be fair to say that fluid milk produe- 
tion is not what is causing the trouble. It is butter principally and 
cheese secondarily? 

Mr. Wentworth. It is the whole picture, Senator Anderson. The 
problem with butter and cheese is that they take up the excess which 
is not consumed in, we will say, the higher-priced categories. It 
backs down to those products. 

Senator ELLeENpDER. How much has your fluid milk consumption 
increased or decreased in that same period in which you say the 
production of cheese and butter has increased? 

Mr. Wentworth. You say milk consumption? 

Senator ELLENDER. Yes 
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Mr. Wentworrta. I can get that for you. The only thing we have 
to go by on that is the reports of the Federal milk orders which are 
compiled by the Department of Agriculture. As I recall it, January 
is not yet out 

Senator ELLENDER. The question is about raw milk consumption, 
using it, drinking it. 

Mr. Wentwortu. It is probably running—to make a guess, under- 
stand—about 2 percent ahead of last year. That is indizated in 
reports from the Federal milk market order areas. 

The CrHarrmMan. The population is increasing at about half the 
rate that the production of milk is increasing for the last 2 years. 

Mr. Wenrwortu. Roughly. 

The CnarrmMan. And we are now about 4 years ahead of population 
in our production of milk, I think. 

Mr. Wentwortn. Unless we can get more consumption. 

Senator Youna. What percent of the costs of a bottle of milk 
delivered in any large city is represented by the price the farmer gets? 

Mr. Wentrworrn. It varies around 50 percent. 

Senator Anperson. Has the farmer’s share of it been dropping 
substantially? 

Mr. Wenrwortu. Yes, sir, ] would not say substantially. That is 
like my word ‘‘far’’ a while ago, Senator Anderson. 

Senator ANDERSON. Over 10 years what has the variation been? 
Of course you would have to define what you mean by “‘substantially.”’ 
If you would not think the 10-percent change was substantial, you 
probably might be right. I would think that is substantial. In other 
words, a good deal of the increase in the price of milk has not been due 


to a much greater price to the farmer. 

Mr. Wentworrn. They all contribute. But the cost after the 
product leaves the farm has increased greatly. 

Senator ANDpRsON. You use the word “greatly” and I use the 
word “substantiallvy.””, How much diiference is there between 


? 


“greatly” and “substantially’”’ 

Mr. Wenrworrtn. Will you let me get a dictionary? I am not 
trying to spar over words, Senator, and | think you realize that. But 
you raise a question about how much over 10 years the relationship 
between the farm price and the consumer price spread on fluid milk 
has varied. I just cannot recall. It has changed. Some years it 
has been above 50 percent of the consumer price, some years below 
50 percent. 

Senator ANDERSON. But now it is safely above; is it not? 

Mr. Wentwortn. The farm price is about 50 percent. I will ask 
Mr. Kellogg. Do you recall what it was? It seems to me that is the 
last figure | have seen. 

Mr. Ketioaa. The last figure we have for 1952 it was about 52 
percent. 

Senator ELLenpeR. You mean on the farm? 

Mr. Ketioaa. The farmer’s share of the consumer dollar was 52 
percent according to the Bureau of Agricultural Economics. 

Senator ELLenpeER. Is that 52 percent for the milk delivered at the 
plant? 

Mr. Wentwortu. That is the cost to the milk processor, so it 
would be delivered to the plant. 
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Senator ELLENDER. Let us be specific. Here in the Washingt 
area, | bought 2 quarts of milk last night for 43 cents. How mu 
does the farmer get for that milk on the farm? Do you know? 

Mr. Wentworth. | am sorry, I do not know. They must hav 
classified price basis and the cost of that milk would be around 

Mr. Ke_toae. About 12% cents, would it not? 

The Cuairman. It depends on whether you figure the class 1 prix 
or the blended price 

Mr. Wentwortn. Definitely. But class 1 is the cost to the milk 
distributor. 

The CnatrmMan. The blended price is the price the farmer gets. H: 
does not know which quarts of his milk go into class 1 and which go 
into class 2. All he gets is the blended price, which is around 9 cents 
a quart in the eastern milksheds today, | believe. But if he figures o1 
a basis of class 1 only, he would probably get 11 cents or more a quart 

Mr. Wentwortn. Here are the figures for Washington, from thi 
Dairy Situation, published by th D partment ¢ Aericulti The 
are given for 24 months. The store price was 23 ents; the fa 
received 14%» cents in December 195 

The CuarrMan. For class 1 milk. T SI blended 

Senator ELLENDER. That is described here : 
by city milk dealers for mill fs Lest COMMON! 

Mr. Wenrworts. That is righ That would | 

The CuatrmMan. There is a smaller spread 
the consumer in the Washington area than in ¢ 
in the country, considering quality 

Mr. Wenrworrn. There are 4 or 5 market 
you say is quite true except for Columbus, Olio 
cities that this report covers. To Washington’ 
the lowest on spread 

The CaarrMan. Is not the Washington 
closely controlled by the farmers of any 

Mr. Wenrworrtn. I do not know 
in Washington. from looking at it, 
quite an effective job. 

The CuatrMan. For both the farmer and the cons 

Mr. Wentrworru. We now recommend immediate enactment 
short-term legislation authorizing the Secretary of Agriculture 
carry out disposal programs which will not only liquid ite the existing 
inventories but also dispose of the excess of inventory immediately 
prospect. 

Suggested programs for butter, che ese, cor nonfat dry milk solids 
designed to be of minimum cost, and dis tion of the organized chan- 
nels of trade in dairy products will be ada by representatives 
of these branches of the dairy industry. Other disposal program 
may be presented by others. Some of these may have features which 
are more desirable than those recommended by members of our com- 
mittee. It is most important, under the unusual conditions which 
exist today, that the Secretary be enabled to use promptly the plan 
most applicable under the present circumstances. 

Milk pricing in fluid markets: The excess production of milk causing 
our surplus proble m is a result of excess production in all areas of 
milk production, including the fluid milk market supply. From 1952 
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to 1953 milk production under Federal milk marketing orders—that 
is in the 30 orders that are reported for the 2 years, 1952 and 1953 
increased by more than twice the percentage that milk production 
increased in the Nation as a whole. A part of this was caused by 
increased production per farm while the balance was attributable to 
the attraction of new producers to the fluid markets. That is, the 
farmers under those orders increased their production per farm by 
percent, while the balance was attributable to the attraction of new 
producers to the fluid markets. Under those 30 orders there were 
2%9 percent more producers in 1953 than there were in 1952. 

[t might interest you to know that in these 30 Federal milk market 
order areas, which are comparable between 1952 and 1953, 23 percent 
of the total milk sold off of the farms in the United States during 1953 
was represented. Thirty-three percent of the increased production 
that had to be taken care of took place in those areas. 

That increase is over and above the increase of 3 percent in class 
of fluid milk sales. It was 1,900 million pounds in round on. 
That was 33 percent of the increase of 6 billion pounds in production 
in the United States. 

Senator ELLENDER. Would you attribute that to the fact that these 
orders more or less stabilize the prices to the farmer and make it more 
profitable to them and hence more of them produce the milk? 

Mr. Wentworrnu. Yes, sir. 

The CHAIRMAN. The vy stabilize the price around a hundred percent 
of parity, do they not? 

Mr. Wentworth. I do not think that any milk market order area 
operates on the basis as to whether it is related to parity or not 
There are so many other qualifications in the act, and those are used 
But this is the result. We say here that this is really nothing requiring 
action by Congress, it is a matter of more proper administration on 
the part of the Department of Agriculture. 

The CuarrmMan. You would not find more prosperous farmers in 
the marketing areas than you will in the strictly manufacturing area 
today. 

Mr. Wentwortn. Their prices are considerably higher, but they 
are producing so much excess at the blend price which you speak of, 
which is the price that they receive. That naturally follows because 
this excess production really has to go at the Government price levels. 
The more of that there is, the lower their blend price. But still, as it is 
operated through the year, it has increased production faster than has 
happened in the rest of the country. 

Solution of the problem will require correction of fluid milk pricing 
practices as well as adjustment of prices on manufactured dairy 
products. Under the circumstances, the DIC supports the prince iple 
of incorporating in Federal milk marketing orders provisions for 
automatic, realistic and timely adjustment of fluid milk prices under 
such orders. Correction of this problem in Federal order areas can 
and should be brought about through proper administration of the 
Marketing Agreement Act. 

Import controls: Any discussion of dairy price supports would be 
incomplete without mention of the necessity for the control of imports. 
At the present time, we have a degree of protection through the order 
issued by the President last year under section 22 of the Agricultural 
Adjustment Act. In order to remove this question from the realm 
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of uncertainty, we renew our recommendation, presented to various 
congressional committees last year, that section 22 be amended to 
provide that so long as prices of an agricultural commodity are being 
supported, imports of such commodity and products thereof be limited 
to an average of such imports for the previous 5 years. That will be 
developed a little more with a later witness. 

Conclusion: In the immediate situation, the dairy problem is one 
of orderly transition from unworkable rigidities to more flexibility and 
to greater dependence upon the ingenuity of people in the industry. 
During this transition period, some extraordinary short-term govern- 
mental program must be developed, under new law, if necessary, for 
the disposition of the vast surplus of milk products which overhangs 
the market. This program must be adequate and effective to the end 
that consumption is increased sufficiently to use current production 
and provide for orderly liquidation of the large stocks presently held 
by the Government. 

Gentlemen, I thank you. 

The Cuarrman. Thank you, Mr. Wentworth. There are four more 
witnesses this morning. I understand each one is taking up a different 
phase of the situation. 

Mr. Wentrwortu. They are taking up specific dairy products, yes 
sir. 

Senator ANpERSON. In general, do you believe that if we had no 
premium for the production of butter and we allowed fluid milk to be 
used to the greatest extent that it could be used that we might cure 
some of this problem? For instance, out of the 6 billion pounds of 
production, how much of that went into fluid milk? Less than a 
billion pounds, did it not? 

Mr. Wentwortu. You mean of the increase in production? 

Senator ANDERSON. Yes. 

Mr. Wentrworrnu. The class 1 sales for the year were up 3 percent 
in the 30 Federal milk order areas. That is 900,000 pounds a day, 
which would be about 360 million pounds a year. 

Senator ANpERSON. Let me start again. About 6 billion more 
pounds of fluid milk were produced last year than the vear before. 
Of that, 1 billion pounds found its way into the fluid milk market. 
Why do you suppose 5 billion pounds found its way into butter and 
cheese and milk solids? Because of the support program, is it not? 

Mr. Wentworrn. Yes. 

Senator ANpeRsON. Then why do you say that a change in that 
support program might not restore the old balance and let us dispose 
of the extra supplies? I judge you did not seem to think that would 
be effective. 

Mr. WentwortuH. We feel, of course, that the reduction to 75 
percent of parity will probably stimulate some consumption, but we 
do not feel that it will be adequate and that Congress ought to give 
the Secretary of Agriculture more authority, more means of disposing 
of these products. 

Senator ANDERSON. Why not stop the flow of these extra products? 
We all recognize that the dry skim-milk solids came into use during 
the war, or certainly were used to a greater degree. After the war 
there was a recommendation that all those plants be torn down. 
Yet they kept alive. Is it not those plants and the people who want 
to make butter and the people who want to make cheese who have 
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brought on most of our difficulty? They know they are not producing 
for a market. They know they are just producing for the Govern 
ment. 

So why not try to stimulate the use of fluid milk, which is a wonder- 
ful food? Frankly, I do not think the fluid-milk prices are going to 
drop as badly as some people predict. Certainly they would not 
drop if we had just a little expansion of the milk-drinking program 
in this country, which is a fine thing. I would like to see it stimulated 
The farmer would be just as well off. The people who would suffer 
are those people who have devel yped their business based on the 
production of nonfat skim-milk solids and butter and some cheese. 
If you keep the people who are contributing to this excess from trying 
to divert from fluid-milk markets, you might have some chance of 
solving it, would you not? 

Mr. Wentwortu. There is no question, if the people could be 
prevailed upon somehow or other to use more fluid milk, the farmer 
would be better off, the distributor of milk would be better off, and 
the consumer of milk would be better off 

Senator ANpeRSON. And the health conditions would be better 

Mr. Wentwortnu. Yes. There are some rigid costs in there, wage 
costs, transportation costs 

Senator ANDERSON. They are going higher and higher and higher. 

Mr. Wentworrs. Simultaneously, Senator. You still have that 
herd of cows, do you not? 

Senator ANDERSON. No. 

Mr. Wentrwortu. I am sure that if to anvbody who is engaged in 
the fluid-milk business in the distribution, or anybody else in the dairy 
industry, you or anybody else can show them how they can meet the 
costs that they are confronted with and do other things which will 
increase the consumption of milk, not only will those people he please: 
but you will get the wholehearted cooperation of those peopl But 
these fixed costs have to meet them. 

Senator ANDERSON. I disposed of several hundred dairy animal 
when I found out we were producing surplus milk at Albuquerque, and 
we were all getting surplus prices because that milk was being shipped 
to El Paso, and the producers around El Paso were getting surplussed 


because their milk was being shipped into Albuquerque. It did not 
make too much sense to me. When I found that out, I decided to 
get out 

Mr. Wentworrn. I got rid of my cows 50 years ago I beat you 
to it. 


Senator ANpERSON. Mav I say the man who bought my dairy cattle 
finally ended up with the cattle where they belonged—they were 
owned by the bank which loaned him the money. As long as you have 
it where the farmer gets surplus reductions in price all the time, every 
thing will be troublesome. That is why I have liked these mill 
marketing orders and milk-marketing agreements. 1 think farmers 
are more prosperous, I think the answer to the questi mm Senator 
Ellender asked is the possible key to some of this 

Farmers are prosperous in the areas under milk orders, but where 
cattle are being butchered 1 do not think it is too much fun for them 
The point that Senator Young makes, I think, is all right. The 
farmers who are producing this milk on the farms are not getting 
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rich out of it. A great many things happen when it leaves their 
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hands. But the people who made all 
and all these nonfat dry skim-milk solids made a lot of money. The 
farmer did not get rich out of if 

If we could finally get to a position where farmers could sell th 
product as fluid milk and get some of that fluid milk started into 
consumption, | think we could build up the consumption of fluid 


milk as fast as the population increases. When the population is 
increasing maybe 1 percent and milk production is increasing 2 per- 
cent, that is not an enormous problem It is when butter is incre 
ing 20 percent that you are getting all out of line 

l think you ought to find some wa of ki ping the butte prod 
tion somewhere in line and not blame the farmer for all t prod 
tion It is not his productio1 that is badly out of line. 

Mr. Wenrworru. | hope there is no implication on the part 
any of you li} what I have said that there Is an | ISInl ¢ f farmers 
for this increase in production. We are simply talking about the 


facts as you and we face them 

Senator ANpERSON. I am tryi to say | e th the p Le 
who contributed to this butter : pl is wer I i trvine to elp tl 
market but trying to get a quick sale to the Govern 
price. I think it is bad 

Mr. Wentrworrtn. | do not ag vith 4 but th vill be som 
butter witnesses up here pretty soon who can handle that question 

Senator ANpgERSON. | do say that any time you throw a market 
comp!| itelv out of gear bv producing 20 perce no ! a 
that you know is going to 1 cet the sal \ ot doing any- 
bodv any lasting good 

Mr. WrentrworrnH. But that increase, Senato that which back 
up from other utilization 

Senator ANDERSON. It that which results fr taking milk that 


might have a little richer fluid craam content in it and bringing it 


back down to a predet rmined level, then s ning the ream off 
and putting it into butter and all the other devices used to get 
into butter. I do not say they were not commercially necessary o1 
desirable, but I say whoever made the butter and the cheese and all 
these extra products did not finally help the dairy farmer of thi 
country. But would the sale of milk as fluid mil lar as 16 can 
go and pushed as hard as it can, have been desirable? 

Of course. there was no temptation to p sh fluid milk Wh 
should you, when you have the Treasury standing there to take tl 
butter and the cheese? It did not require any salesmanship. } 
salesman need ever be used to sell it. You loaded it onto the Go 
ernment. You are going to have a bad program when y« t tl 


working. 
Mr. Wenrworrn, | think you are mistaken, Senator h 
every effort possible nas been 1 1ade to sel] all the ti id mii that can 
be sold 
The CHarrmMan. Mr. Wentworth, would you approve of the 
of surplus dairy products 
Mr. Wenrworts. | think I would appro elling it to anybody 
that can use it but at the same price for the same quality as charged 
to Americans. 
Senator Yo NG. 
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The CuatrrMan. You are about the first man who has answered that 
question. 

Mr. Wentwortn. I do not see why. 

The Crarrman. I think we all think the same, but nobody will 
say it. 

Mr. Wentworts. We do not like the Communists, but there are 
some of them in this country. We sell them milk. Somebody else 
sells them neckties. I do not know why we might not sell them some- 
thing over there in their homeland if they will pay us money for them 
and help us with some our problems. 

It might be a darn sight better than building more guns and 
ammunition and whatnot to fight them. 

Senator Youna. I certainly agree with your statement. 

Mr. Wentwortnu. Thank you, gentlemen. 

The CuarrMAN. A Communist who has some butter on his bread 
is probably no more dangerous than the one who does not have it. 

Our next witness will be Mr. Otie Reed. 


STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE, 
NATIONAL CREAMERIES ASSOCIATION 


Mr. Reep. Mr. Chairman, I might say at the beginning that, while 
I have quite a voluminous statement here, part of that is a result of 
the various groups trying to see to it that many of the facts and figures, 
and the like, were handled by one party so that there would not be so 
much duplication in the record. 

The CuarrMAN. You have authority and permission of the com- 
mittee to condense your statement as you go along, and without 
ob ection we will insert your statement and charts in the record with 
your statement. 

(The document referred to is as follows:) 


STATEMENT oF OtTige M. Reep, WASHINGTON REPRESENTATIVE, NATIONAL 
CREAMERIUS ASSOCIATION 


Mr. Chairman and gentlemen of the committee, we appreciate this opportunity 
to appear before you and to state our views regarding the bill now before this 
committee, and the problems involved in the dairy-price-support program now 
facing us 

My name is Otie M. Reed, and I am Washington representative of the National 
Creameries Association, with offices at 777 14th Street \W., Washington, D. C 
The hea‘ quarters offices of our association are located at 817 New York Building 
St. Paul, Minn 

The National Creameries Association is composed of some 950 dairy processing 
plants located in the States of Minnesota, Wisconsin, Iowa, North and South 
Dakota, Nebraska, Kansas, and Wyoming. About 85 percent of our members are 
locally owned and operated cooperative associations, and the remainder are 
private corporations. Our members process and market the milk and butterfat 
of some 350,000 dairy farmers, who support the National Creameries Association. 

In this testimony, I wish to touch upon certain salient points and problems, 
among these being (1) the current dilemma we face in the manufactured dairy 

9) 


products industry, the major features of 8S. 3052. (3 prot! lems of import 


control, and make a brief summary of our position with regard to (4) so-called 
self-help programs which have been proposed before this committee. Also, we 
will desire to spend some time in discussing methods of moving current production 
and CCC stocks of major dairy commodities into consumption. 
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I. THE SUPPLY AND DEMAND OUTLOOK FOR DAIRY PRODUCTS 


A brief recapitulation of the current supply and demand situation, the price- 
support position, and the dilemma we face will be of help in properly orienting 
our thinking regarding the dairy problems. 

1. The supply and demand outlook—During this coming marketing year start- 
ing April 1, 1954, the outlook for dairy production and prices is about as follows 

(a) Milk cow numbers, after reaching a postwar low of 23,369,000 head as 
of January 1, 1952, bave shown an increase to 24,735,000 head as of January 1 
1954. This is an increase over the period of 1,366,000 head. (See table | 
appendix A.) 

(b) Milk production per cow has been well maintained, and as of 1953 was 
5,447 pounds per cow, the highest of record. This compares with an average of 
4,379 pounds per cow during the period 1925-39. It is interesting to note that 
on the average during the 1925-39 period, 22,325,000 cows were milked, with a 
total farm production of 100,369 million pounds, whereas in 1953, 22,256,000 
head were milked on the average during the year, with total production of 121,219 
million pounds. 

Apparently, the trend of milk cow numbers is now upward, and as production 
per cow is maintained, we will have an increasing production next year as com- 
pared to the year previous. (See table 1, appendix A.) 

(c) Comsumption.—Table 2 in appendix A shows the trends in per capita con- 
sumption of the major dairy products. 

Butter consumption has shown a very great decline since prewar—from pre 
war average of from 16 to 18 pounds per capita to a low of 8.6 pounds per capita 
in 1952 and 1953. 

Per capita consumption of fluid milk and cream, which at 352 pounds per capita 


during 1953 was somewhat above prewar levels, nevertheless was considerably 
reduced from the level of 399 pounds per capita reached in 1945. This is quit 
an interesting statistic. With the declining use of table fats on the part of our 
people, and the tremendous inroads made on the butter market by oleo since the 
repeal of the yellow oleo tax, many of us in the dairy industry believe that it is 
imperative that the per capita consumption of milk in fluid form be encouraged 
and maintained. This is not to say that the butter and other manufactured 
dairy products industries will cease their efforts to increase the demand for their 
commodities. Far from it We are going to spend more money this year in the 


support of our industry merchandizing program, which is financed by producers 





than ever before in history. The point is, however, that if we can maintai 
fluid milk consumption, our rapidly growing population in a few years will ea 
up our surplus, assuming production is held within bounds. The importa of 
maintaining fluid milk consumption is evident when we consider the fact that 
1945 consumption per capita was 47 pounds above the 1953 figure. This is equal 
to over 2 pounds of butter per person in the United State Thus, if we had had 


the 1945 per capita consumption rate for fluid milk last year there would have 
been little, if any, butter surplus. 

Per capita consumption of cheese, while materially above prewar, showed a 
decline of one-half pound per capita in 1953 as compared to 1952 

(For details of per capita consumption trends for other dairy commodities, see 
table 2, appendix A.) 

Per capita consumption of dairy products is, of course, markedly influenced by 
the level of consumer incomes, along with other factors. For this coming year, 
it is quite unlikely that demand will be maintained at the levels prevailing last 
year, inasmuch as soft spots in the economy and in business conditions seem to be 
developing as we shift from an ecoromy geared to a war footing to an economy 
more nearly compatible with peacetime economic operations 

(d) Combined supply and demand outlook—The outlook, taking account of 
both production and demand conditions, would appear to indicate a further 
softening of dairy markets in 1954. Production almost undoubtedly will show 
further increases. Consumption will be difficult to maintain at the 1953 levels. 


Il. THE CURRENT POSITION OF THE DAIRY PRICE SUPPORT PROGRAM 


In this section, we will summarize briefly the current position of the price- 
support program for dairy products and the recent action of the Secretary of 
Agriculture in reducing price supports for the coming marketing year starting 
April 1, 1954. 
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1. Operations under the price-support program, year ending March 31, 1954 
During the marketing year ending March 31, 1954, the price of manufacturing 
milk and butterfat has been supported at levels calculated to return to producers 
90 percent of the parity price. The prices established were $3.74 per hundred- 
weight for manufacturing milk and 67.3 cents per pound for butterfat. 

In order to support prices at the established levels, the Commodity Credit 
Corporation has purchased butter, nonfat dry milk solids, and Cheddar cheese at 
certain announced prices. It was thought that, through purchase at the an- 
nounced prices, and after taking account of handling charges, prices to producers 
would be equivalent to the levels which the Secretary desired to attain. Under 
actual operations, prices to producers have been about 85 percent of parity. 
Prices as announced for the products were as follows 


(a) Butter: 


Grade A_- enw . 65.75 cents per pound, basis Chicago. 
Grade B_- ...---. 63.75 cents per pound, basis Chicago. 
(b) Cheese (American)_______. 37.25 cents per pound. 
(c) Nonfat dry-milk solids: 
Spray process , . 16.0 cents per pound. 
Roller process - - - - --- ..-- 14,0 cents per pound, 


Under the price-support program described briefly above, the following volumes 
were purchased through March 3, 1954: 


ae i bie Saal : . 301.9 million pounds. 
(b) Cheese ; : 6 279.6 million pounds, 


(c) Nonfat dry-milk solids. LE ukhickas«sudbelens STMEEee pounds, 


While the Commodity Credit Corporation has disposed of butter, cheese, and 
nonfat dry-milk solids under the school-lunch program, to domestic and foreign 
charitable institutions, to the Armed Forces and the Veterans’ Administration, 
these outlets have proved to be far too small to absorb the total volume of the 
commodities purchased by the CCC. Accordingly, the CCC had on hand and 
available for disposition as of March 3, 1954, 293.2 million pounds of butter, 305.2 
million pounds of cheese, and 503.7 million pounds of nonfat dry-milk solids 

I would like to emphasize, gentlemen, that the figures quoted immediately 
preceding represent volumes for which no present outlet exists—they represent 
net, uncommitted inventory in the hands of the CCC. 

f- In terms of whole milk equivalent, purchases by the CCC this year represent 
about 8 percent of the total volume of milk produced on farms 

(For details as to disposition through outlets available to the Department of 
Agriculture see table 3, appendix A.) 

In terms of individual commodity production, such purchases represent about 
21.1 percent of the total volume of butter production, 21.5 percent of the total 
volume of American cheese production, and 45.6 percent of the total volume of 
nonfat dry milk solids production. 
® 2. Price-support program for the marketing year beginning April 1, 1954, as 
recently announced by the Secretary of Agriculture-——Under date of February 18, 
the Secretary of Agriculture announced that, during the marketing year starting 
April 1, 1954, he would support the price of milk and butterfat for manufacturing 
purposes at 75 percent of parity, and that he would accomplish this purpose by 
purchasing butter, cheese, and nonfat dry milk solids at the prices listed below. 
(For details regarding prices of dairy products under the support program, see 
table 4, appendix A.) For ease in comparison, I have also stated the prices for 
last marketing year, and the difference between the new prices and last year’s 
prices, as follows: 


Marketing year ending Mar. 31— 





— oe | Difference 
1954 1955 
Manufacturing | $3.74 per hundredweight | $3 i4 per hundredweight —60 cents per hundred- 
milk weight 
Butterfat | 67.3 cents per pound 56 cents per pound... -11.3 cents per pound 
! _ I I ' I 
Butter (purchase | 65.75 cents per pound, | 57.5 cents per pound, | —8.25 cents per pound. 
price) } Chicago basis Chicago basis. } 
Cheese (purchase | 37 cents per pound... 32.25 cents per pound | —4.75 cents per poun a 
price). 
Nonfat dry milk | 
solids: | | 
Spray process.__| 16 cents per pound... : 15 cents per pound... | —1 cent per pound. 


Roller process 14 cents per pound... 13.25 cents per pound |} —0.75 cent per pound, 
! 
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i price-sup} 


coming year represent 
Roughly 50 billion po 

and 50 billion pounds are use 
cream. 

With regard to manufacturing 
levels will amount to approximatel 
If fluid-milk prices are adjuste 
of milk and butterfat used in manu 
income as a result of reductions ir 
$300 million It is not altogether 

suffer the reduction. Numer 
dicate that in many instances 
prices, irrespective of what hay 
Under Federal orders, most of t 
the price of manufacturing milk 
between fluid milk and manufact 
prices will be reauced. 


Ill. THE PRIC! 


The dairv industry faces a dilemma of ag! 
in announcing his price support program for this coming 
the same dilemma. In spite of a high rate of employment 
which is now exhibiting some soft s} 
gram for the marketing year April 1, 
high—so high in fact that usual « | 
and the like were entirely iadequ 
commodities in the hands of the CC 

S. 2962 and its companion House 
Secretary announced the dairy price 
year, would provide as follows: 

1. Limit the reduction that the 
level from the previous year to 5 pert 
2. Maintain the parity perce 
the parity percentage level 
provided for the basic crops 

We can understand very well th 
bill to introduce it The reductior 
this coming year is extreme, and w 
part of dairy farmers, as we pointed out 
be no doubt that such a loss in income to 
will have most important effects on the ger 
such States, and for that matter throughou 

On the other hand, we have pointed out ii 
farmer and industry under the price-suppor 
CGovernment inventories of butter, cheese, 
Production is increasing While t] 
year will help in increasing 
census of the dairy industry 
to the point where all of current pro¢ 
be consumed. \s a matter of fact. the 
under the price-support program thi 
price levels. 

Any program which operates to 
aggravate the problem of Government 

While we may deplore the fact tl 
price supports, it is quite difficult to 
stocks of butter, cheese, and nonfat dry-milk solids 
fairly strong indications of spotty demand during 
We should bear in mind that the Agricultural Act of 
to establish dairy price supports at the level within a range 
of parity as the “Secretary determines necessary der 
supply.”’ In view of the fact that heavy purchases have 
the short period this year, the heavy stocks already on han 
increased production, it is small wonder that the Secretary 


m 75 to 90 percent 
adequate 
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sven througn 


1, and ne outiook 


found it 1 ecessary 


reduce the price support level to as low as possible a figure under the law 
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With prices at the same level this year as they were last, we could reasonably 
expect to double our inventories of butter, cheese, and nonfat dry-milk solids 
during this coming marketing year. No outlets exist for such inventories at this 
time nor has any program been developed to move them into consumption. It is 
to be recognized that dairy products are not permanently storable and we would 
have a problem of spoilage if these products are not moved into consumption 
rather soon. In addition to the foregoing, the butter industry is very greatly 
disturbed by the very serious adverse reaction we are meeting on the part of the 
public and on the part of the press. We feel that further pyramiding of inven- 
tories in the hands of the Government will further estrange our consumers in this 
country and eventually cause the discontinuation of the program. 

In view of the foregoing, therefore, we feel that it is of paramount importance 
that any price-support program, including not only the one recently announced 
by the Secretary, but also a price-support program with higher price levels such 
as would be established by 8. 2962, must be accompanied by a program designed 
to move Government stocks into consumption and also to encourage consumption 
of the expected production. 

It is our considered judgment that unless Congress enacts legislation providing 
for an adequate program for the disposition of surpluses acquired under the sup- 
port program then in a relatively short time the program will fail of its own 
weight. Programs to achieve this purpose, which are now under consideration 
by the United States Department of Agriculture together with our recommen- 
dations regarding such programs will be set forth in the following section. 


IV. PROPOSED DISPOSAL PROGRAMS 


There have been many proposals made for the disposition of Government stocks 
of butter, cheese and nonfat dry-milk solids acquired under the price-support 
program. As far as butter and cheese are concerned, consideration has been 
narrowed to two proposals, as follows: 

1. The so-called bargain sale or blended-price program.—As originally proposed 
by National Creameries Association last summer, the proposal provided for a 
method of distribution under which, with the purchase of a pound of butter at the 
regular price, consumers would be entitled to buy an additional pound of butter 
originating from CCC stocks at a drastically reduced price. National Creameries 
Association, after further appraisal of its proposal, abandoned it because it ap- 
peared to embody a number of unworkable features, particularly with respect to 
moving such huge inventories as have accumulated and the inapplicability of the 
program to cheese and nonfat dry-milk solids inventories. As amended, the 
program would provide as follows: 

(a) All butter printers in the United States would be given a sales base. 

(6) The proportion of total sales base represented by the proportion that sales 
of each butter printer bore to total print butter sales by the industry would repre- 
sent the share of Government butter which each printer would be entitled to 
purchase. Thus, if the CCC were to sell, during a given month, 50 million pounds 
of butter and a printer had a sales base equivalent to 2 percent of the total sales 
base, he would be entitled to purchase a million pounds of the CCC offering of 
50 million pounds. 

(c) The CCC would sell the butter at drastically reduced prices. 

(d) The printer in establishing his market price would derive a weighted average 
price by taking the cost of bis regular commercial sales at ruling market prices, 
the cost of his CCC purchases at CCC prices, and develop therefrom a weighted 
average price. 

(e) The CCC would, of course, stand ready to purchase butter at the announced 
support prices in order to maintain prices to producers. 

Ve have given very careful consideration to this so-called blended price proposal, 
particularly in view of the fact that it represents a modification of a similar plan 
proposed by the National Creameiies Association last summer. This plan has 
been subjected to careful scrutiny by the butter committee of the National 
Creameries Association, and this committee has rejected the plan in its entirety 
and has so informed the Secretary of Agriculture. We have also discussed the 
plan with the American Butter Institute whose members produce a large propor- 
tion of the butter manufactured in the United States, and with the National Cheese 
Institute representing most of the processors of cheese in this country. All three 
of these groups do not believe the so-called blended price plan will solve the prob- 
lem of disposing of Government-owned surpluses and at the same time move 
current production into consumption. 


’ 
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We in the National Creameries Association, together w 
American Butter Institute, believe that if the blended-pri 
the Commodity Credit Corporation would come to the « 
inventories much larger than they are at present in regard 

It is recognized, of course, that the blended-price pro 
cheese nor to nonfat dry milk solids. 

I do not wish to burden the committee with details of t] 
we have arrived at the conclusions set forth above. Several other gen¢ 
as to why the so-called blended-price plan should not be put into ef 
follows: 

(1) It would tend to freeze the pattern of butter distribution among those cur- 
rently in the butter printing business—in other words, it would tend toward 
monopoly. It is emphasized in this connection that there are a large number of 
butter printers who print butter on a custom basis and do not 
Therefore, this program would throw a great deal of unwarrant 
the hands of such custom printers. In addition to the foregoing, there 
thousands of small butter creameries throughout this country who print sm¢ 
volumes of butter for their local trade. Inasmuch as the Commodity C 
Corporation endeavors to hold its sales to units of carlots, it would be practically 
impossible for these small local creameries to cooperate in the program, and they 
would be very materially disadvantaged thereby. 

(2) The proposal would not solve the problem of undergrade butter or sweet 
butter. 

(3) The blended-price plan is not adaptable to disposition of the cheese and 
nonfat dry milk inventories of the Commodity Credit Corporation. We have 
discussed this matter with large merchandisers of cheese, and they are of the 
opinion that the plan will not work as far as those products are concerned. 

With respect to nonfat dry milk solids, we wish to emphasize to the committee 
that this commodity represents a very special case. As you will recall, the pro- 
duction of nonfat dry milk solids was expanded very greatly during World War II 
as a part of the war-food program. Production is running materially above do- 
mestic consumption. <A representative of the dry milk industry will follow me 
on the witness stand and will describe to the committee the proposal which this 
industry believes will go far toward the solution of its surplus problems. National 
Creameries Association is supporting the program of the American Dry Milk 
Institute. 

The other major plan under consideration by the Department of Agriculture 
at this time is a plan designed to (1) maintain prices to producers at the announced 
support level through a system of payments to plants; and (2) so reduce the prices 
of butter and cheese that consumption would be encouraged to the point where 
current production would be consumed and orderly liquidation of Commodity 
Credit Corporation stocks would be provided. Basically, this program would 
work as follows: 

(1) The Commodity Credit Corporation would stand ready to purchase butter 
and cheese from any processor in the country at the support price announced by 
the Secretary. 

(2) The Commodity Credit Corporation would contract to immediately resell 
such butter and cheese to manufacturers at a much lower price. Manufacturers, 
of course, would be assumed to pass along the support prices to producers 

(3) The level at which the commodity would be resold to processors would be 
designed to so reduce market prices and prices to consumers that all of the current 
production would be moved into consumption and a very significant step toward 
orderly liquidation of Commodity Credit Corporation stocks would be taken. 

We are advised that it would be necessary to have additional legislation before 
this program could be instituted. Accordingly, we recommend to the Congress 
that section 201, subparagraph (c) of the Agricultural Act of 1949 (Public Law 
439) be amended to read as follows: 

““(¢) The price of whole milk and butterfat and the products of such commodi- 
ties, respectively, shall be supported through loans, purchases, or other operations 
at such level, but not in excess of 90 per centum, nor less than 75 per centum of the 
parity price therefor as the Secretary determines necessary in order to assure 
an adequate supply.” 

The proposed amendment will give the Secretary of Agriculture a sufficient 
degree of flexibility regarding methods he may use to support dairy prices to 
insure an effective program. For example, if the Secretary determines that 
the surplus will be small, he would be permitted to conduct a direct purchase 
program covering the major products of manufacturing milk and butterfat 
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Thus, if the Secretary estimated the surplus of butter for any given marketing 
year at 100 million pounds, he could purchase the product and dispose of it under 
the school lunch program, gifts to charitable institutions, and the like. 

If the Secretary determined there would be a huge surplus in comparison to 
the outlets readily available to him, he could conduct a “purchase-immediate resale” 
program such as is advocated under current conditions by the National Creameries 
Association 

The language of the proposed amendment would suffice also if the Secretary 
desired to institute a stamp plan or some version thereof Under present con 
ditions of high employment and relatively low relief rolls, a stamp plan or similar 
prozram probably would not be appropriate. However, the language is sufficient 
to authorize such a program or a combination of several methods 

We wish to emphasize that we do not suggest or sponsor a system of direct 
production payments to producers Our proposal for payments involves payments 
only to plants who would thereupon pass it back to producers. 

You mav well ask questions as to the relative costs of these two progran 
These are very difficult to compute because of the necessity for making certain 
assumptions regarding the increase in consumption which will take place with 
the given change in price and/or change in supply. However, we think that the 
committee can accept a principle of appraisal in this matter which is approx 
imately accurate. If the Congress decides that the method to be used in liquida 
ing current inventories of the Government and domestic production of butter 
and cheese is by reducing prices to consumers to a level appropriate to the achieve 
ment of such goals, then it may be stated that the cost of a “blended price’ plan 
or of a roll-back plan that would accomplish the results desired would be approx 
imately the same. Thus, the “blended price’? plan which, of course, must be 
limited to butter alone, would result in the same cost as the roll-back plan assum 
ing it were possil le under such “blended price ig plan to reduce prices to consumer 
to a level which would move the commodity Our estimates show that it would 
be impossible to reduce prices under the “blended price” so as to accomplish this 
purpos 

In closing this particular section, I wish to emphasize that our butter committee 
in the National Creameries Association does not believe that the “blended pric 
plan is administratively feasible 


V DISCUSSION OF MPORT CONTROI PROGRAM 


In considering the general agricultural program, it is the opinion of the National 
Creameries Association and the Dairy Industry Committee that effort hould 
he made to improve section 22 of the Agricultural Adiustment Act. as amended 

From August 9, 1951, to July 1, 1953, imports of dairy products into this 
country were subject to quantitative limitations under section 104 of the Defense 
Production Act as amended. This section of the Defense Production Act expires 
July 1, 1953. Since July 1, 1953, imports of dairy products have been controlled 
pursuant to proclamation of the President issued June 8, 1953, under section 22 
of the Agricultural Adjustment Act as amended, following hearings by the United 
States Tariff Commission. The volumes of dairy products that may be imported 
pursuant to the President’s proclamation are set forth in appendix B 

The Tariff Commission and the President moved with commendable speed in 
invoking the powers contained in section 22. However, the basic fact remains that 
under this legislation three faults still exist, as follow 

(a) The procedure can be quite time consuming, so that if any administration 
desires the procedure can be so lengthy that serious damage can be done before 
anv action is taken. 

(b) Action to be taken under section 22 is discretionary on the part of the Sec 
retary of Agriculture and the President. 

(ec) The goal of the price-support program authorized by the Agricultural Act 
of 1949 and companion legislation is incompatible with the goals of the Reciprocal 
Trade Agreement Acts, as amended, leading to confusion and cross-purpose opera- 
tions on the part of different Government departments 

The price-support program is designed to maintain returns to producers. The 
Reciprocal Trade Agreement Acts, as amended, is designed to reduce the barriers 
to our foreign trade through the development of trade agreements with other 
nations 

I will not burden the record with a mass of detail concerning our foreign trade 
and world foreign trade in dairy products, since these data are available in the 
record of previous hearings before this committee. Suffice it to say that the 
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international trade in butter approximates 900 million pounds of butter and 700 
million pounds of cheese, 

World prices of butter are largely governed by government-to-cgovernment 
contracts between the United Kingdom and the maior exporting countries of 


Australia, New Zealand, and Denmar\ Current price nder ch contra 
are 40.4 cents per pound of Australian and New Zealand first quality butter 
and 43.4 cents per pound for butter from Denmar! See table 8, appendix A 

With United States prices to be established under the newly announced price- 
support program at 57.5 cents per pound, imports from Australia and New Zea- 
land would have a competitive advantage in our market of 6.1 cents per pound 
(New Zealand and Australian price of 40.4 cents per pound, pl 7 et ta , 
plus 4 cents shipping and handling charge 51.4 cent er pound delivered at 
United States ports.) With ch @ pri ituation, we would be flooded h 
imports, thereby markedly increasing our price-support purcha and contril 
ing greatly to our very serious disposal problem 

For the last year or so, a group of u the lanufactured dairy | luets field 
have been working together in order to develop a progra ( trol of impor 
of agricultural commodities whi« will serve as a vehicle for the reasonable pro- 
tection of the American farmer insofar a ch prote 7 eeded t ta the 
goal of domestic legislation d« ned to secure parity pr for farm«e and at 
the same time, to correlate our domestic farm policy goal and foreign polic al 
This group is composed of representatives of the American D1 lilk I tute, 
the American Butter Institute the ational Cheese | Litu le the Evap ited 
Milk Association, and the National Creameries A ciatior It therefore rep 
sents practically all of the major manufactured dairy prod und most of tt 
pre ducers of milk and butterfa vhose output is used i manuta red dai 
product 


Our proposal, which we wish to offer to this committee for its consideratior 
provides for amending section 22 of the Agricultural Adjustment Act, as amended. 
We propose that a new paragraph be added to section 22, which would provide 
that imports of any agricultural commodity or product thereof be limited to a 
normal level during any period for which a program was in effect under ar 
domestic farm law designed to support, directly or indireetly, the price of such 
product. We suggest that normal imports be defined as the preceding 5-year 
average of such imports, and that imports be limited to this level until prices of 
the supported commodity reach parity and remain there for 3 consecutive calendar 
months. After prices had remained at such level for such period, imports could 
come in without being subject to quantitative limitation, although of course the 
tariff laws would still apply. If prices sank below parity, then import controls 
would again be applied If it were desired to limit imports more than that pr 
vided by the normal average or base, then the authority of section 22 as it is 
now could be invoked. 

Our proposal makes it mandatory for the Secretary of Agriculture to limit im- 
ports to the 5-year period preceding the marketing year for which a program for 
any commodity is in effect. Application of more rigid controls would be at the 
wish of the Secretary and the President, pursuant to current provi : 
22. 

In cases where the 5-year average would not suffice, such as in regard to imports 
of dried whole milk and dried buttermilk, the Secretary is authorized to impose 
such additional quantitative controls as he determines to be necessary in order t 
protect the price-support program. 

We respectfully suggest that this committee study this proposal and recommend 
it to the Senate for enactment. 


Vi DISC USSIO? OF PROPOSED SELF-HELI PROGRAMS 


I do not wish to burden the committee with a very lengtl liscussion of t 
possibilities of developing a self-help program for t dairy industry nor of a 
detailed analysis of the proposal submitted by the National Milk Produ 


Federation. 
We in the National Creameries Association stand ready to cooperate with ar 
group which tries to develop a self-help program for the dairy indust However, 
such proposals are complicated and difficult to appraise, and must be placed 
within the framework of the general agricultural program and should be adopted 
only after the most careful consideration by the industry, Government depart 
ments, and the Congress 
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Accordingly, in this section I shall deal very briefly with the subject of self-help 
progral It is recommended to the committee that, in case you desire to 
consider seriously the development of a program whereby, at least on the surface, 
dairy producers would finance the program, you make such a program the subject 
of a separate hearing. ‘This would give all interested parties an opportunity to 
appear and state their case to you, and it is submitted that the subject is of 
enough importance so that this should be done. In other words, it is suggested 
that this committee take no action whatsoever regarding a self-help program, 
irrespective of its sponsorship within the industry, until all of the industry has had 
an opportunity to study the specific proposal and submit its recommendations to 
this committee regarding such proposal 

The term self-help is a catchy term in that it would indicate that an industry 
is helping itself. The proposal now before you requires the imposition of a 
processing tax on the first processing of milk and butterfat delivered to plonts. 
Since the tax is levied on milk and hutterfat as delivered, a fast jump is then 
made to the proposition that this is a program financed by producers 

The question as to whether a program is in fact a program financed by producers 
depends upon the incidence of the processing tax levied on milk and butterfat 
delivered to plants. The mere fact that a tax is levied at any — point in the 
production process does not mean that the tax will be absorbed by the persons 
involved in the transaction at that particular point in the flow of epentandtl y from 
farm to consumer. Whether producers finance the program depends entirely 
upon the incidence of the tax, that is, the persons in the production and consump- 
tion process who finally bear the burden of such tax. 

With regard to a processing tax on milk and butterfat delivered to plants in the 
United States, it would appear that the incidence of the tax would be about as 
follows: 

(1) With regard to milk delivered to fluid-milk plants and sold as fluid milk to 
consumers the tax would be passed forward to consumers to a very great degree, 
Thus under the proposal now before you or any other proposal embodyi ing use of a 
processing tax for financing the program, the processing tax levied thereunder 
would in the end be paid very largely by fluid-milk consumers. In this regard the 
processing tax acts as a sales tax. 

(2) With regard to the tax levied on milk and butterfat used for manufactured 
dairy products the tax would be passed back very largely to producers, 

Inasmuch as the volume of milk utilized as fluid milk and cream and in the form 
of manufactured dairy products is about the same, the net result of a processing 
tax would be that manufacturing milk and butterfat producers would regain 
from the taxes paid by fluid-milk consumers an amount of money approximately 
equal to their losses as a result of the tax being passed back to them. 

Under such circumstances of incidence of the tax, therefore it is to be seen that 
any program which is financed by a processing tax on milk and butterfat delivered 
to plants is not a self-help program in the sense that producers bear its entire cost. 
It is only partially a self-help program, and to a small degree at that. 

In addition to the foregoing it is very questionable as to whether it is sound 
Government policy to endeavor to secure the financing to operate Government 
programs from one commodity or industry such as the dairy industry while at 
the same time no effort is made to finance programs for other commodities through 
processing taxes. 

Various estimates have been presented to this committee as to gains to pro- 
ducers under the proposed self-help program. We do not wish to mire down 
the record of this hearing by presenting a series of our own estimates of gains 

It suffices to show that, under the proposed self-help program, it is assumed 
by proponents that support prices under the self-help program will be main- 
tained at higher levels than under a Government support program. This would 
appear to be a most highly questionable assumption. 

It is to be presumed that the level of price supports fixed under either the 
self-help program by the Board, or under a Government-operated price support 
program, would use the same basic economic criteria in determining price levels. 
If this is true, and it most assuredly seems to be a sound and reasonable position, 
then the Board or the Government agency engaged in determining price-support 
levels should — at the same level of support prices. If so, estimates of gains 
to producers to be derived from maintaining price support levels higher than 
they would be maintained under the present program do not offer a proper or 
useful basis of comparison of the two programs. 
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In addition to the question as to whether this prog: ctuall 


program, which in view of the above is oper iderab] ion 





I oO ‘ 
proposed to this committee has the following objectionable features 

(1) The proposed board, being limited to producers or t r representatives 
not fully representative of the dairy industry or of the ] 

(2) The proposed board is autonomous It is not 1D) t to direction by a 
Government official. 

(3) The proposed board therefore would be granted po ywers of vast 
magnitude without any restraints except those the board might apply itself 

(4) No limits are established with regard to the levels at w it al % 
establish support prices 


(5) No limits are established as to the size of the equalization fees the board 
may impose 














(6) Question as to producer gains under the progran Proponents claim that 
producers will benefit from the prograr Cheir analvsi hich t Dase such 
claims, however, rests upon the assumption that the board would keep prices at 
90 percent of parity, whereas under th wra ort prices 1 he 
reduced to 75 percent of parit; If estimates uce! ire mace o om- 
parable bases, i. e., with board support p1 ove support prices at 
the same level, producers los inder the ‘lf-help proposal r the obvious reason 
that under the proposal the, ould pay ome portion of tl ost, whereas the 
current program is financed by gen | funds of t iry oO 3 ial 
appropriation. 

(7) Noncorrelation with other agricultural enterprises It would seem desirable 
to keep the price support program for the airy fat ! { neral fram 
work of current legislation. In any event, no board representing » single producer 
group in this country should be given carte blanche to support then nrices at an) 
level they desire without an consideration of t yT relia ns etween 
different commodities 

(8) Two methods of support are provided—loans and purchases t would 
probably be desirable in the case of dairy produ: a ep shat od 
ties to provide for other methods of price support, a 

(9) ‘The proposal that permitted imports be pur 1 and tl 1 
to the Government is unrealistic Under such proposa he United Stat r 
price support program would become a rid pri support prograt rts 
should be subject to direct, quantitative control, as is the case at present. 

(10) The proposal to charge Government for excess milk and butterfat pro- 
duced on acreage diverted from the basic crops has some prima facie validity. 


However, there is serious question as to whether such program could be admin- 
istered, 

(11) This proposal would create another board within the Government. We 
are well aware of the fact that governmental opera 
through so many boards, commissions, and the like, that effective governmental 
operations have become largely stultified It is to be doubted that the additio 
of another special board or commission would contribut 
tions by the Government. 

It would seem that the very brief and general analysis of the propose 





iO! ave become so diffused 





set forth above would bear out the content n of mar or nizations that, before 
any such program is seriously considered by the Congr hould be made the 
subject of a full and detailed hearing, which of course, is not possible at this 


It is to be hoped that the dairy in ard 
gram in the near future. The fact that my organization objects to various and 
sundry features of the proposed program does not mean that we have abandons 








any hope of an acceptable program which would be financed by processing taxes 
However, the development of such a program has not been accomplished to d 
and will take a great deal of work on the part of all of the nts of th I 
working together. 

Mr. Chairman, you have been very courteous in listening to my 
and | hope that t! have been or will be of some help to vou and your ee 


in your deliberations concerning the general agricultural program. If reani- 
zation and our colleagues can be of any further assistance to you, we would 


appreciate the opportunity. 
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APPENDIX A 


TABLE 1.—Miulk cows and milk production on farms 1940-53 
_ , : 
Milk cows Average | Tron milk production on 
2-years and | number of Production | farms 
lder Jan. 1 cows per cow — 


muUKe 
ilk | Quantity Per capita 


Million 

pounds 
109, 412 | 

| 


1940 
1941 
1942 
1943 
1944 
1945. 
1946 
1947 814 
1948 a ) 22, ; f 2, 671 

1949 | 23, 86 ' 5, 272 | 103 | 
1950 92 oF@ 

1951 

1952. . 
1953 ! 
1954 


5, ORS 
18, 533 
7, O17 
, 023 
9, 828 
, 697 


5, 602 
, S41 
, 197 
, 219 


1 Preliminary. 
Source: Livestock on Farms Jan, 1, and Milk Production on Farms and Statistics of Dairy Plant 
Products, issued by Agricultural Marketing Service, U. 8S. Department of Agriculture. 


Per capita milk production and consumption of dairy pro 
States, 1940-53 


lucts, United 


Per capita consumy] of dairy products 2 
Milk Milk 


a eee ewe Evap-| Con- | Dry | Nonfat 
per ) ym pe | Evap- or ry ~ 
| people | capita! = Butter |Cheese’) orated | densed | whok = 
| “sm milk | milk‘ | milk solids 


cream | 
| 
- | 
Pounds | Pounds | Pounds | Pounds ls | Pounds | Pounds Pounds | Gallons| Pour 
1940 | 7 R28 331 16.7 5 7.3 1.8 0.1 2.4 
1941 } 863 334 15.8 5 ». 6 7 9 { 
1942 | 879 | 35 15, é 6. ¢ 9 


99 
9 


4 


1943... 5 | 856 | ‘ 11.7 ) 7 l 
1944 A 846 3 ik ‘ 9 5 
1945 7.9 | 856 : 10 9 

1946 | 832 : 10 5 

1947 } } 810 3 11 1 

1948 15 768 355 9.9 4 
1949 778 ‘ 10.4 
1950 5 | 769 < 10.6 
1951 | 744 352 9.5 
1952 734 352 8, f 


1953 7 


759 35 8.6 


| 
| 
| 


9} 
Q 
0 
9 
0 9 


ass 


1 Farm milk production in relation to census July 1 population including Armed Forces overseas. 
2 Revised series. Data for 1941-53 are civilian consumption only 

3 All cheese except full skim, cottage, pot, and bakers’. 

4 Case and bulk 

4 Whole milk equivalent, fat solids basis. 
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TABLE ie Purchases and disposition of dair y prod 
as of Mar. 8, 1954 


rogram 


rill 


Vi Lh 
it I 


Purchases 
1952-53 program 
1953-54 program 


Through March 3 


Dispositior 
Commercial sales 
Negotiated export sales 
Section 32 sales 
Section 416 donations 
Unite’ States Army. 
Salvace sales (flood and fire d 
Animal feed sales 
Researc i 


Total 


Available for disposition 


Source Ree ras of 4 2 , at l Dair 
ment of Agriculture. 


TasBue 4.—Prices paid by the Commodity 
program, Mar. 1, 


Creamery butter 
Mar. 1 to July 27, 1949 
July 28 to Dee. 31, 1949 
Jan. 1, 1950 to Mar. 31 
Apr. 1 151, to Mar. 31, 
Apr. 1, 1952 to Mar. 31, 
Apr. 1, 1953 to Mar. 31, 
Apr. 1 154 to Mar. 31, 
Cheddar cheese (United State 
July 28 to Dee. 31, 1949 
Jan. 1, 1950 to Mar. 31, 195 
51, to Mar. 31, 
152 to Mar. 31, 
53 to Mar. 31, 
954 to Mar. 31, 


oi 
»i 
os 


Nonfat dry milk solids 
Apr. 1 to Aug. 31, 1949 
Sept. 1 to Dee. 31, 1949 
Jan. 1, 1950 to Mar. 31, 1951 
Apr. 1, 1951 to Mar. 31, 1952 
Apr. 1, 1952 to Mar. 31, 1953 
Apr. 1, 1953 to Mar. 31, 1954 
Apr. 1, 1954 to Mar. 31, 1955 


1 Basis: Chicago terminal market. 


Source: Announcements of the Commodity Credit Corporatio 
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-Butter production in the 10 most important producing States, 1953 ! 


Percent of 


Productior 
re cti total 


Thousand 

pounds 
Minnesota 270. 525 
Wisconsin 206, 805 
lowa 185. 020 
Nebraska 78, 320 
Ohio 67, 555 
Missouri 66, 730 
Dlinoi 60, 910 
Michigan 55. 180 
North Dakota : 51, 020 
Kansas ie ; / 47, 350 


Total, 10 States 1, O89, 415 


Other States ......... 3 2 


United States. : - 1, 424, 940 


1 Preliminary. 


Source: Milk Production on Farms and Statistics of Dairy Plant Products, 1953, issued by AMS, USDA 


TABLE 6. Cheddar cheese production in the 10 most im portant producing States, 


1953 


ource: Milk Production on Far stist f Dairy Plant Products, issued by 


TABLE 7.—Nonfat dry milk ction in the 10 most important 


United Stat 





Source: Production of Manufactured Dairy Products, 1952, issued by AMS, USDA 
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TaBLE 8.—Butter—Contract prices for butter per pound un Kingdom 
purchase contracts with Australia, New Zealand, and nmark, 1948-49 to date 


[In terms of United States money 


1 July 1 to June 30 contract year. 
2 Aug. 1 to July 31 contract year 
3 Oct. 1 to Sept. 30 contract year. 


Source: Foreign Agriculture Servi 


APPENDIX B 


Import quotas on specified dairy products establis/ 
the President, June 5, 


Butter 

Dried whole milk 

Dried buttermilk 

Dried cream _. 

Dried skimmed milk 

Malted milk, and compounds 

Cheddar cheese, and cheese 
cheese (aggregate quantity 

Ed 1d Gouda cheese (a¢ 

Blue-mold (except Stilton) « 
from, blue-mold cheese (agg 

Italian-type cheeses, made f, 
Reggiano, Parmesano, Pr 


PRroposED AMENDMENT OF SECTION 22 OF THE AGRIC 

AS DEVELOPED BY THE DIC SuBCOMMIITEE ON ImMPO 

25, 1952 

Src. 22. (a) It is the policy and the intent of the Cor 
ing the provisions of any other law and operations thi 
cultural commodities or products thereof shall be contr 
or quantitative limitations, to the extent necessary (i 
titles I, I1, and III of the Agricultural Act of 1949 
Domestic Allotment Act, as amended, or section 32, | 
fourth Congress, approved August 24, 1935, as amended, o1 
Marketing Agreement Act of 1937, as amended, or any loan, purchase, 
program or operation undertaken by the Department 
agency operating under its direction, and authorized 
this paragraph (a), or (ii) prevent any substantial reduct 
product processed in the United States from any agri 
duct thereof with respect to which any such program or o 
taken. In noevent shall imports of any agricultural c¢ 
be permitted to exceed, during the marketing year for 
prices to producers directly or indirectly is in effect ‘ LW 
erated herein, average annual imports of such commodity c product thereof 
during the five-year period immediately preceding the current program year 
unless and until the United States farm price of such commodity or product, 
except for milk and butterfat and the products thereof, in which case the United 
States farm price of butterfat shall govern, reaches (a) parity prices as seasonally 
adjusted for such commodity or product and remains at such level for three 
consecutive calendar months, or (b) such higher levels as the Secretary may 
determine pursuant to section 402 of the Agricultural Act of 1949: Provided, 


1 


44084—54—-pt. 126 
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however, That the volume restriction set forth herein shall apply during any period 
when farm prices are below parity: Provided, further, that the Secretary of Agri- 
culture is authorized to impose such additional quantitative limitations of imports 
as the Secretary may find necessary, during the operation of any price-support 
program for any agricultural commodity, to minimize the cost of such purchases, 
or losses that would be incurred in the disposition of any oat in Gove m- 
ment inventory And provided further, That the procedure set forth iv paragraph 
b), (ec) and, (d) hereof shall be app licable to the establishment of import fees, 
but she all not be applicable to quantitative limitations except in cas the Secretary 
leems it necessary to limit imports to levels below the level esta!lis! 
to this paragraph 

} Whenever the Secretary of Agriculture deems it necessary to apply import 
fees, or quantitative limitations designed to limit imports to lower levels than 
those authorized in paragraph (a) of this section, he shall so advise the President 
and, if the President agrees that there is reason for such belief, the President shall 
cause an immediate investigation to be made by the United States Tariff Com- 
mission, which shall give precedence to investigations under this section to 
determine such facts Such investigation shall be made after due 


t cl 
( 1ed 


pursua 





notice and 


opportunity for hearing to interested parties, and shall be conducted subject. to 
such regulations as the p resident shall specify. 

c If, Oo the asis of such investigatio a wa wes - him of findings and 
recommendations made in connection therewith, t President finds the existence 
of such facts, he shall by proclamation impose an fees not in excess of 50 pet 
centum ad valorem or such quantitative limitations on any article or articles 


which may be entered, or withdrawn from warehouse, for consumption as he 


finds and declares shown by such investigation to be necessary in order that the 


ii 
entrv of such article or articles will not render or tend to render ineffective, or 
materially interfere with, any prog ram or operation referred to in subsection (a 
of this section, or reduce substantially the amount of any product processed i 
the United States from any such agricultural commodity or product thereof with 
respect to which any such nanan am or operation is being undertake Frovided, 


fhat no proclamation under this section shall impose any limitation on the total 
quantity of any article or articles which may be entered, or withdrawn from ware 
house, for consumption which reduces such permissible total quantity to propor 
tionately less than 50 per centum of the total qual tity of such article or articles 
which was entered, or withdrawn from warehouse, for consumption duriyg a 
representative period as determined by the President: And provided further, That 
in designating any article or articles, the President may describe them by physical 
qualities, value, use, or upon such other bases as he shall determi 





e. 

d) The fees and limitations imposed by the President by proclamation under 
this section and any revocation, suspension, or oceans n thereof, shall become 
effective on such date as shall be therein specified, d such fees shall be treated 
for administrative purposes and for the purposes os section 32 of Public Law 
* 


Numbered 320, Seventy-fourth Co ss, approved August 24, 1935, as amended, 
as duties imposed by the Tariff Act of 1930, but such fees shall not be e 1 

as duties for the purpose of granting any preferential concession under any inter- 
national obligation of the United States. 





r investigation, report, finding, and declaration in the manner provided 


in the case of a proclamation issued pursuant to subsectior of this section, any 

proclamation or provision of such proclamation may he susperded or termi» ated 

» President whenever he finds and proclaims that the circumstances requiri” g 

the proclamation or provision thereof no longer exist or may be modified by the 

President whenever he finds and proclaims that changed circumstance 
such modification to carry out the purposes of this section. 

f) Any decision of the President as to facts under this section shall be final. 


g) No trade agreement or other international agreement heretof 


‘ss require 


ore or here- 
after entered into by the United States shall be applied in a manner inco”sistent 
with the requirements of this sectio 

Mr. Reep. I do not intend to read the statement, Senator. I 
know you are pressed for time. I will just speak from notes as I go 
along. My name is O. M. Reed, and I am the Washington representa- 
tive of the National Creameries Association. My office is here in the 
Wyatt Building, and our headquarters are in St. Paul, Minn. We 
have some 950 processing plants located in Minnesota, Wisconsin, 
lowa, Kansas, Nebraska, Wyoming, and North and South Dakota 
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that are affiliated with the National Creameries. Of these, about 
85 percent are local cooperative associations and others are corporate. 
The member plants process the milk and butterfat of some 350,000 
dairy farmers in this area. 

I will speak very briefly concerning the supply and demand outlook. 
As the previous witness indicated, the outlook is for increased produc- 
tion this year. Milk cows are up 1,360,000 head from January 1, 
1952, when they were at their low point. Production per cow is 
running the highest on record. This was in 1953. It is interesting 
to note in connection with production that during the period 1925 to 
1939, we milked on the average 22,000,925 cows, and that yielded a 
total farm production averaging 100,369 million pounds. 

Last year, with 22,256,000 head milked on the average, total pro- 
duction was 121,219 million pounds. 

In the appendix to this report, there is a table showing more detail 
as to production and the number of cows. I will now go on to our 
consumption picture. There is a table in the appendix which shows 
in detail the per capita consumption of the major dairy products, 
including fluid milk and cream 

Before the war, our per capita consumption of butter was about 16 
to 18 pounds, and in the last 2 years it has averaged 8.6 pounds. 

Senator ELLENDER. What has caused that, in your opinion? 

Mr. Reep. There have been a large number of contributing factors, 
Senator Ellender. It is almost impossible to put weights on them. 

Senator ExtenperR. How much would you attribute to the change 
in the oleomargarine law? 

Mr. Rexp. I would attribute considerable to it. 


Senator ELLeENDER. What do you mean “considerable”? Ten per- 
cent, 50 percent, or what? 

Mr. Resp. I do not believe I can state an exact figure. I think it 
is one that is almost impossible to determine. 

Senator ANDERSON. But you could say how much oleo consumption 
went up in the same period. Butter consumption went from 16 
pounds down to 8 pounds per capita and oleo went from about 2 


pounds up to 8 pounds. 

Mr. Reep. That is correct; yes, sir. All of the butter consump- 
tion, excepting slight reduction from prewar, has been taken up by 
oleo. So there has been a shift from 16 to 18 pounds of butter, as 
contrasted with 2 to 3 pounds of oleo, prewar, to 8 pounds of butter 
compared with 7 or 8 pounds of oleo postwar. 

Senator ELLENpER. What other factor would you suggest caused 
this decrease in butter consumption? 

Mr. Reep. There has been some reduction in the overall consump- 
tion of table fats. The American people are not eating quite as 
heavy of the table spreads as they were prewar, at least so far as 
consumption of table fats is indicated in butter and oleo. 

The CuarrMan. It is the mechanical age. The mechanical age has 
reduced the nsed to consume as much fats in order to do a day’s 
work. That is not only in regard to the women, but it is the men as 
well who are eating less fats. 

Mr. Regp. That is true. 

Senator ANpERsoN. Are some of these prepared mixes partly re- 
sponsible also, do you think? There were times when housewives 
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used a very substantial chunk of butter in making a pie crust. Do 
they do that now? 

Mr. Reep. I do not think they use it nearly as much. They buy 
prepared mixes, and all of those factors have a bearing on reducing 
the consumption of butter. I think that probably quite an impor- 
tant factor, but again I have seen no research that would give me an 
actual figure to look at. 

Senator ELLENpER. You stated that the per-cow production of 
milk has increased considerably in the last 2 years. To what do you 
attribute that? 

Mr. Rexp. There is a continuous upward trend apparently in the 
production of milk per cow. Dairy farmers and scientists who work 
in dairy production are not standing still by any manner of means. 
They are improving feeding practices, they are improving all kinds of 
agricultural practices, husbandry practices of all kinds, and it is 
showing up very definitely in the trend in the per capita production 
per cow. 

Senator ELLeENDER. What do you think the price support had to 
do with that trend? 

Mr. Reep. I think any program which imparts a measure of sta- 
bility to the prices that a farmer may expect will cause him to produce 
with less fear and uncertainty and probably will increase production, 
other factors being held constant, of course. 

The CuarrMan. The dairy man is becoming more efficient every 
day? 

Mr. Reep. Yes, he is. 

The CuarrMan. I know in my own community they are doing 
away with the use of milk cans now, milking directly into the tank 
which takes it into the city. They are doing away with grain sacks, 
I noticed, and are starting to deliver dairy rations in bulk and elimin- 
ating that 25 cents a sack, or whatever, the cost is now. That 
incidentally, is making the small herd an uneconomic herd. 

Mr. Reep. It has that tendency; yes. 

The CuHarRMAN. You cannot afford the facilities for being efficient 
with only a dozen milk cows, any more. 

Senator Youna. There are certainly a lot of improvements over 
the time I was in the dairying business. 

Senator Toye. Mr. Chairman, there is no standing still in the dairy 
industry any more than there has been in all the other farming activi- 
ties such as the better breeding and the improved herd sires through 
artificial breeding. All of this is just a general step up that is being 
reflected in the average production per year. 

Mr. Reep. Correct. 

Senator Younc. That old cow still wraps her tail around your 
ears, doesn’t she? 

Senator Tuys. Yes. There is no getting away from that except 
that the various insecticides can pretty well keep the fly out of the 
cow barn. 

The Cuatrman. The DDT removes the incentive for her to switch 
her tail. 

Senator Toye. That is exactly it, but the cow still has the switching 
ability, I want to say to the Senator from North Dakota. 

Mr. Reep. The dairy industry is trying this year to expand the 
consumption of all dairy products. In connection with where this 
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expansion can take place, we certainly do not intend to reduce any 
of our efforts on the manufactured dairy products. We also hope it 
will be possible to maintain and expand the consumption of fluid milk 
and cream in that form. Fluid milk and cream consumption has been 
fairly well maintained for a number of years. 

However, the potentialities may be indicated if we will note that in 
1945, our peak year of per capital consumption of fluid milk and cream, 
there were 399 pounds consumed per capita. 

In 1951, 1952, and 1953, 352 pounds were consumed per capita, 
As to how important it is to maintain fluid consumption, we can indi- 
cate it by saying that if we had this last year our 1945 per capita rate, 
we would have had hardly any, if any, butter surplus or cheese sur- 
plus. 

The CHartrMan. If we were consuming dairy producers at the 1940 
per capita rate, there would actually be a slight shortage of them at 
the present time. 

Mr. Reep. I believe that is correct. 

Senator ELLENDER. To what do you attribute this decrease from 
1945? 

Mr. Rexp. In 1945, as you know, there were a lot of wartime short- 
ages of all kinds of any number of consumer items. I think the reduc- 
tion represents, first, increasing supplies of other foods than was the 
case during that war period. 

Senator ELLENDER. You did pot have a shortage of milk at any 
time? 

Mr. Reep. No, we never had a shortage of milk. We had plenty 
of milk, or certainly the needs were fully met so far as my knowledge 
goes. 

Senator ELLeNpER. During that period when the milk consump- 
tion was decreased, did you have a decrease in butter and other dairy 
products? 

Mr. Reep. Yes. We have had a decrease in butter almost con- 
tinuously since 1940. 

Senator FLLeNpeER. An increase? 

Mr. Reep. A decrease in butter. 

Senator ELLENDER. I mean in production, though 

Mr. Regp. In production of butter? There has been a considerable 
decrease in the production of butter since prewar. We used to pro- 
duce approximately 2 billion pounds of creamery butter per year. 
That has been reduced now to about 1,400 to 1,500 million pounds 
per year—a drastic decline in butter production. 

Senator Tuys. Is it not true, too, Mr. Reed, that during the war 
years, first you had lend-lease and the militar y needs that took all the 
dairy products that were in su rplus. In fact oftentimes there was a 
scarcity. Following that, you again had a greater foreign need, 
you were developing some of the amen an recovery eens 
We lost the art and the ability to sell during that period of time. 

The next thing was that the makers of all of these various vegetable 
shortenings were selling, and selling ably and well. They had some 
of the best news commentators employed in the business of selling 
their products. The dairy producer was not selling in the same 
manner—with the result that the housewife would go to town and 
would buy a gallon pail of some of the shortenings and punch a hole 
or two in it and use that. Meanwhile, dairy production was going 
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right out of the barnyard to the plants, and they were using the 
artificial shortenings in the form of vegetable fats and oils to take the 
place of what had normally been cream and butter. 

I think it is just a question of the dairy producer getting back into 
the business of selling his product in the same identical manner 
that all of these various other competitive fats and oils are being sold. 
As a dairy producer, I would say to every fellow producer of dairy 
products: Lay aside a certain amount of your return for that dairy 
product and put it into an advertising fund and then get some of your 
best commentators on the air selling your product, as ; well as the best 
magazines and newspaper ads that you can buy. 

This relatively small surplus, which does not represent 3 months’ 
domestic consumption, would be done in a year’s time if you went to 
the business of selling the product rather than to the business of letting 
the other man sell his in competition with you. You could drop 
butter down competitively with oleomargarine, ana you still would 
sell oleomargarine as you are selling it today unless you get into the 
business of selling your butter so that you create a demand for it. 

If you do not, the other man is going to create an incentive for his. 
I think that there lies your answer. We can talk up a program all we 
like, but up until the time we get to selling this product we are not 
going to find ourselves staying in the dairy business. 

Mr. Reep. A lot of what you say I agree with, Senator. To 
expand briefly on this merchandising and advertising program, a 
very large proportion of the dairy farmers in the United States are 
voluntarily contributing money to run that program. The American 
Dairy Association is running two nationwide programs each week 
One is a television show and one is a radio program, and there is a 
great deal of straight advertising work, public-relations work, and the 
like being done. 

However, I think it should be fair to say that it will probably take 
us a considerable time to build back up to where we were in respect 
to butter. 

Senator Tuyr. Yes; you probably will have difficulty reestablish- 
ing the per capita consumption of butter to that you enjoyed 10 years 
ago. 

Mr. Reep. That is true enough. 

Senator Toye. But you will and could have an increase in the con- 
sumption of fluid milk, you could have an increase in the consumption 
of cheeses and ice cream and some newly developed spreads of dairy 
fats or dairy products. I just believe that a selling job is what is 
needed more than anything else because we have not acquainted the 
people with what we have in the dairy products in the form of natural 
sugars and calcium that are so vital and essential to the youth and more 
essential to the older people who should have calcium. 

Mr. Reep. They are certainly trying, sir—I will say that—par- 
ticularly when you take into account the advertising that is done by 
industry, both corporate and cooperative operators, to push the sales 
of their own in addition to this industrywide program which covers 
everything. There is a lot being done, and we think it is going to 
have some influence. 

The CuarrMan. Do you want to venture an opinion as to how 
much more butter and cheese we will sell at the reduced level after 
the Ist of April? 
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Mr. Resp. I think the consensus of our group—I work particularly 
through our butter committee, which is composed of the general 
manager of one of the large regional cooperative butter selling asso- 
ciations and another independent cooperative association in Minne- 
sota and a system of cooperative plants, as another, in Wisconsin 
their opinion, based on their experience, is that even at the reduced 
levels we will not move the current production that is in sight this 
year. 

The CHatrMan. Would you move as much as a pound per capita 
in addition to what we are doing now? 

Mr. Regp. Approximately. 

The Cuamman. That will be 160 million pounds of butter. Then 
what do you say about supporting prices through the purchase of 
more fluid milk? The largest city in my State is stopping its fluid- 
milk and school-lunch programs next week. I think there are possibly 
hundreds of communities in the United States discontinuing the use 
of fluid milk in school-lunch programs. 

Senator ANDERSON. That is the best part of the school-lunch 
program. 

The CuarrMan. They are having trouble in Chicago and other 
larger places, as | understand it, in moving fluid milk into the school- 
lunch programs. 

Mr. Reep. I think it is a mistake to do anything to hinder or inhibit 
the fullest possible consumption of fluid mill 

Senator ANDERSON. Is it not more than that? I can recall some 
years ago we made some studies of the value of the school-lunch 
program. One of the values was, for example, that children who had 
never seen oranges found in their school-lunch program some orang 
that were surplus and took those oranges home to their families and 
greatly increased the consumption of oranges over this countt 

I think one of the greatest advantages that the school-lunch procram 
has had was that it started many children drinking milk who then 


I 
] 


insisted upon having milk at home. If we could somehow keep this 
school-lunch program going with lots and lots of fluid milk in the 
schools so that they might start the consumption of milk at home, I 
think it is one of the best things we could possibly be doing, not only 
from the standpoint of the dairy farmer.—I am not half as much in- 
terested in the dairy farmer as I am in the future health of this country. 

The first activity I did after I got over lying in a sanitarium with 
tuberculosis was to go to a public health association where we were 
trying to make the children of this country take the pledge that they 
would drink at least one glass of milk at every meal. We did not 
achieve that. We were lucky if they drank one glass a day. 

But, if every child of school age in this country drank a glass of 
milk at every meal, I think you would solve the fluid-milk problem and 
I think you would make the biggest contribution to the health of 
school children that could possibly be made. 

Senator ELtenper. I think the dairy industry would do a good 
thing by employing the talents of Hopalong Cassidy. I have four 
grandsons, and they will not eat anything in cereals except what 
Hopalong Cassidy says is a good thing. Soif you could take a subject 
like that—— 

Senator Toye. Senator Ellender, that is just what I had in mind 
when I said we are not trying to sell. We have two radio commen- 
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tators in our State, and for years you would hear them on the air 
selling Crisco and Spry and telling how you could make a piecrust 
without any danger of making a mistake, and so forth. They just 
simply sold that Crisco and Spry even to the farm housewife who was 
going down to the barn night and morning and helping milk 25 or 30 
cows. Instead of her using the butter, she would go right back up 
there and put in a grocery order and order Crisco and Spry to take 
the place of her butterfat. There is just no rhyme or reason to it. 

Mr. Rexp. I would like to get into the price-support situation. 
Previous witnesses have indicated that the Secretary has announced 
a new price-support program this year which will result in a reduction 
from the level announced the previous year of 60 cents per hundred- 
weight to the producer of manufacturing milk, and about 11%» cents 
per pound of butterfat. 

Senator Toyz. Where would that being the price of milk, on the 
basis of about 3.5 percent butterfat, in the areas where they would have 
to manufacture the fat into butter and they would then have to dry 
the skimmed milk and sell it? About what would they realize per 
hundred, in your opinion? 

Mr. Reexp. For standard test milk—that is average through the 
year—it will reduce it from $3.74 to about $3.14. 

Senator Toye. The average farmer out through Minnesota and 
Wisconsin who has to send his milk to the creamery, and then that 
creamery makes it into butter or powdered milk, and so forth, and then 
sells it, will not realize $3.14 net out of it. I doubt if they would hold 
to $3 a hundred under that revised parity support. If it dropped to 
75 percent of parity, I doubt if they would come out with $3 a hundred 
for that standard milk. 

Mr. Reep. Of course, they never got the $3.74 last year. 

Senator Toyz. No, they did not. That was your national average. 
But out there in that manufacturing area they did well if they got 
$3 a hundred, did they not? 

Mr. Resp. I frankly am not in a position to state right now just 
what they did get. 

The CuHarrMaNn. I can state there are many areas where they didn’t 
even get 75 percent of parity. 

Senator Toyz. No, they did not get more than 84 percent of parity, 
to be exact. 

Mr. Reep. It is spotty by sections. There is no question about 
that. 

Senator ANDERSON. 82 percent was the low. 

Senator THyx. 82 percent was the low, but about 84 caught the 
average. 

Senator ELLENDER. You say you will discuss the price-support 
program? 

Mr. Reep. Yes, sir. 

Senator ELLENDER. What connection has your outfit with the 
National Milk Producers Federation? 

Mr. Rexp. None. 

Senator ELLENDER. Are you a separate and distinct organization? 

Mr. Ruep. We are separate and distinct. They are one of our 
colleagues in the field. 

Senator ELLENDER. They recommended yesterday the enactment of 
the Thye bill and the Humphrey bill. 

Senator Toyz. There are 26 cosponsors of my bill. 
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Senator ELLENDER. Twenty-six, Senator; yes. 

Mr. Reep. This reduction in the price support that the Secretary 
announced, if it actually becomes operative, will result in a great deal 
of a reduction in the farm income to dairy farmers on actual sales of 
milk and butterfat for manufacturing purposes, about $300 million. 
If fluid-milk prices are adjusted in the same manner to the same degree, 
there would be another $300 million, a total of $600 million in cash 
sales. 

Senator ANDERSON. Do you think there will be? 

Mr. Reep. | think they will not be adjusted as completely as the 
manufacturing milk price will, Senator Anderson. I think some mar- 
kets will come down by the full 60 cents. I think others will not 

Senator ANDERSON. Would you like to hazard a guess as to whether 
they will? I will hazard a guess that they will not. We will find out 
who is the best guesser. 

Mr. Reep. | would say very few of them will come down the full 
60 cents per hundredweight. 

The CHarrMaN. Is it not a fact, Mr. Reed, that in the Boston milk- 
shed they have already taken the reduction in the class 1 price there, 
and are not likely to get any reduction whatsoever in the class 1 price 
because of the lowering of the supports after April 1? 

Mr. Reep. Of your some 50 markets, Senator, I think the analysis 
would show that a number of your eastern markets, as | understand 
it, are not specifically tied to manufacturing prices but have other 
factors in their formula such as economic factors, some indexes of 
wholesale prices, and things like that. 

The CHarrMaAN. And is it not a fact that some of the milksheds are 
preparing to amend their order so as to regain part of the loss which 
they might sustain through a lowering of the support prices? 

Mr. Reep. That is precisely the procedure I would expect most of 
them to follow. 

The CHarrMan. Of course they are going to. If they drop the 
level of support, they are going to make it up some other way. You 
know there is no more efficient—I will not use the word “‘operator”’ 
businessman in the country than those engaged in the fluid-milk 
business, and I mean representatives of both the farmers and the 
industry. They have to be efficient or they would not live long, not 
in that business. 

Mr. Reep. We also find the producers in the manufacturing milk 
business pretty efficient, sir. 

Senator ANDERSON. I think it would be a tragedy if the fluid milk 
price dropped anything like the proportionate amount when it is not 
the fluid milk marketing groups that are causing the trouble. 

Senator Tuys. I would have to take issue with that statement, Mr. 
Chairman. If you open up these fluid-milk markets and leave them 
open to free competition you would have all the milk in the world 
that you would want for the consumer at a reasonable level. That is 
the whole argument. If you have got an artificial situation by a 
Federal order that excludes competition, and then you are going to 
hold that consumer to a rigid high price because you have excluded 
competition, that is not American. 

The CHarrMaAN. I am afraid so long as our transportation com- 
panies succeeded in getting raises in rates twice a year, there is véry 
little chance of shipping milk very far from home economically. 
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Mr. Reep. I think we have got to realize that in connection with 
the fluid-milk market in this country, or the fluid-milk market gener- 
ally, any surplus that is produced is not thrown away over what they 
can sell. And as the preceding witness said, I am sure they try to 
sell every bit they can, both the cooperative handlers and the cor- 
porate handlers. 

Nevertheless, when they sell as much under the price structure as 
it exists, as the consumers will buy, then they take that milk and 
put it into commodities and it finally finds its way into butter and, 
to a lesser extent perhaps, cheese. Butter takes up all the slack of 
excess production throughout the entire structure of utilization of 
milk produced in this country—from fluid right on down. It is not 
quite right to say that when fluid markets expand their production 
considerably more than the sales in that market, that they have not 
contributed to the surplus. They most assuredly have. Otherwise 
the only way they could have kept from contributing to our surplus 
would have been to destroy the extra production. 

Naturally no one is going to do that or wants to see it done. 

Senator THyr. We can have for the record what the stepup in the 
butter production has been in some of the New England and Atlantic 
States where you have concentration of population and high consum- 
ing centers in the large cities such as New York and Boston. In 
Massachusetts you have many cities. The area surrounding the city 
does not really supply the amount of milk they consume in that center, 
you see. 

Senator ANDERSON. I am only trying to say, Senator Thye, that I 
would like to use that surplus that is going into butter in the school- 
lunch program or something of that nature, and depend upon our 
normal butter supplying areas for the production of butter. 

Senator Tarr. I would like to join you in that. In fact, I will join 
anv type of congressional act that will bring that about. 

The CHatrmMan. When the city of Burlington, Vt., discontinues 
milk in the school-lunch program, it is forcing that milk into butter, or 
more likely powdered_milk and cheese in that area. That forces the 
Government to buy more dairy products. When they buy that extra 
amount, they go to Wisconsin and Minnesota and buy it, however, 
which makes it look bad for these sections of the country. It looks as 
if the Government were supporting them. 

But if we could put that milk from our eastern areas into school- 
lunch programs and get it consumed as fluid milk, it would naturally 
strengthen the market for those parts of the country that have to 
depend upon the sale of manufactured products to a much greater 
degree than we do in the East. 

Mr. Reep. It would be a wonderful thing if it could be expanded. 

The CHarrMan. Senator Thye, we have four members of the Sub- 
committee on Agricultural Appropriations sitting around the table 
here including the chairman. We might see what we can do in that 
respect. 

Senator Tuy. Mr. Chairman, I think it would be money well spent 
to put more of these surplus products into the school-lunch program 
or to get some of these products into the hands of people who are 
receiving welfare checks. There are young men who served in both 
World War II and the Korean war and come back home and are the 
first men laid off at an industrial plant, or exhaust their unemployment 
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compensation and have no place in the world to go except to 

to borrow, or perhaps obtain a part-time job—if they are existing with 
families on a part-time job and with no nest egg because they were 
denied the high wages while they were in the war. I would rather giv 
our food surpluses to that type of family than I would favor appro- 
priating huge sums for public works projects to increase employment. 
In other words, I would rather spend it trying to maintain our agri- 
cultural economy, trying to aid the needy with some nutritive foods 
that they need for their families, = in that manner avoid a depression 
in the rural area that will surely be reflected in the industrial centers 
in only a matter of a few months. 

I would sooner keep our agricultural economy stable and at the 
same time get this food out where it is needed than to run the risk of 
a recession where public-works projects will cost us a great deal more 
than it would cost us to appropriate the funds to take care of a few 
surplus commodities here in the agricultural field. That is my con- 
viction. 

Mr. Reep. I think, if I might point out this situation with regard 
to the Government’s stock position, it might give us some indication 
of the degree of se se of the crisis which we are facing in the manu- 
facture of milk and butterfat fields—producers most assuredly and 
perhaps many processors 

Under last year’s price-support program, which did not return quite 
90 percent of parity, the Government purchased 302 million pounds 
I am rounding these figures—of butter, 280 million pounds of cheese, 
and 548 million pounds of nonfat. As of March 3, the available 
inventory of the Commodity Credit Corporation—-meaning by that 
term the butter which they had to sell that is not committed on any 
program—was 293 million pounds of butter, 305 million pounds of 
cheese, and 504 million pounds of nonfat solids. 

Senator AnpEerson. Is the Government buying nearly all of the 
nonfat production? 

Mr. Reep. It bought approximately half of it. There will 
nonfat witness on the stand later who will give you that figure in 
detail, Senator Anderson. 

Senator AnperRson. Only half of the total production. 

Mr. Reep. I think about half of it; yes, air: The problem that we 
are up against is this: Production is increasing. We have these very 
large surpluses in the hands of Government. Dairy products are 
basically perishable; some less so than others. We are getting to the 
point where these commodities must be moved into consumption. 
Unfortunately, by starting now, rather than having started earlier, we 
are in effect dealing with methods of eliminating a 2-year surplus, that 
which we have on hand and that which we will acquire. 

Senator Youna. I certainly agree that the day is getting late. Ido 
not think it is an impossible situation, but we are going to have to 
make some decision soon to dispose of this butter accumulation and 
other dairy product surpluses. 

Mr. Reep. Our feeling in the National Creameries Association, 
Senator, in that connection is this: We have been running into, as 
you know, a very serious reaction on the part of the press which 
immediately finds its expression in a bad public reaction. Over the 
years we have got to develop good relations with our consumers or 
else they just quit buying our commodity. We hesitate very, very 
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much—as a matter of fact, we would not like to see it except as the 
very last resort available to the Government—to see the inventories 
of butter and cheese shipped abroad and given away when our own 
people are hoping to get a break and think it is high time they got a 
break in getting some of these commodities. 

Senator YounGc. You would not have to give it away. You could 
sell it at the world market level and, I think, counter here with a pro- 
gram of selling it at a low price to the low-income people here in the 
United States. 

Mr. Reep. There are about 900 million pounds of butter moving 
in international trade per year from the countries of Denmark, 
Australia, New Zealand, the Netherlands, and perhaps a few lesser 
ones. Our surplus is two-hundred-and-ninety-odd million as of to- 
day of butter alone. There are about 600 million pounds of cheese 
that move in international commerce per year from states such as 
the Netherlands, Australia, New Zealand, Switzerland, Italy, and 
there are a few other lesser important ones. That is 600 million 
pounds of cheese, and we have 308 million pounds on hand and are 
still continuing to purchase. 

So the world market price of this commodity, if this volume were 
dropped on it, would go almost to the vanishing point with some 
serious trouble. In effect, we would be giving it away to them, or 
selling it to them at drastically reduced prices. 

Senator Youna. There are many countries of the world which 
would probably be willing to barter strategic materials such as 
industrial diamonds and other items for some of our surplus dairy 
products. I think such a program would increase the consumption 
of dairy products abroad in many countries without interfering with 
the markets developed by dairy producing countries of Europe; 
would it not? 

Mr. Reep. Perhaps that is true. But I am certainly in no position 
to know just how much we could get rid of under such a swap progran. 
I do think that the Government most assuredly should investigate all 
of those opportunities that it might have for Government dealing in 
connection with critical materials. 

Senator Youne. It seems to me with so many people in the world 
going to bed hungry each night, we ought to be able to find a way to 
get rid of this comparatively small surplus. 

Senator ANDERSON. When you say perhaps it is true, I think you 
could almost go a step further and say it is true, it is bound to be true, 
to get rid of some of these. I noticed in the paper the other day coffee 
in Sweden is now going to cost $1.90 a pound. It bothered me because 
I visited my relatives in Sweden enough to know how much they 
depend upon coffee. But I know at $1.90 a pound they are going to 
cut down, even as much as the Swedes love coffee and drink it steadily 
all day long, they are going to cut down on it. I can imagine what 
would happen if the price dropped very drastically. 

I can also imagine that in areas of the world that want butter and 
do not have it, there might be an opportunity of trading it. We got 
tremendous quantities of copra that we desired from Greece for butter 
for fats, by trading them a piece of cloth that they had not seen for 
a long time, or by cutting off the tops of beer bottles and polishing 
them so they had some glassware in the Philippine Islands. Nobody 
would say that is a normal market, but when people are hungry and 
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as desperate as they are, I think we have got to move that surplus 
into that sort of a transaction and do it promptly. Then we can 
consider what else we can do to keep in line with current production. 
But I do not see any reason why it cannot be moved and should not 
be moved and why we should not be busy trading it as fast as we can 
trade it, not only the butter but the cheese and solids 

Do you know that when we tried to move the nonfat milk solids 
into Japan in 1946 or 1947, the command over there said, “We 
cannot use a pound of it’’? How much did they use? I think you 
were right on hand when some of that went on. Did they not use 
200 million pounds, and were happy to get it? 

Mr. Resp. I do not recall. It was a large volume 

Senator ANDERSON. Yet the reply came back from Japan, ‘‘The 
Army cannot use a pound of it,’ not a single pound. We had to send 
a mission over there and work with the fellow and finally got it used. 
In that same area now there are many opportunities for using a lot 
of these dairy products that are good food. If we send them a pile 
of junk, then I would say it might be questionable. But it is fine 
food. I think we ought to be moving it out. 

One of the first votes I cast on the floor of the House of Repre- 
sentatives was a vote that required the use of butter in the veterans’ 
hospitals. 1 was so delighted because I had been not too long before 
that in a hospital and I was so happy that we had butter there to use 
If it is that good, would it not be worthwhile to take it to some of 
these parts of the world? 

Senator ELLENDER. That was done to compete with oleomargarine, 
was it not? 

Senator ANpeRsoN. No. But in that particular period we were 
using the most possible nourishing food for soldiers who were in 
veterans’ hospitals and from that standpoint there is no food like 
butter. 

Mr. Reep. Senator, I used the word ‘‘perhaps’’ because I did not 
want to use another that would give a connotation of the volume, 

Senator ANDERSON. I realize that. You might not want to go as 
strong on it as I feel, but I feel it ought to be moved and if you clear 
away that burden that is hanging over the whole dairy industry, you 
might solve some of the problems a whole lot easier 

she CHAIRMAN. By lowering the price of butter even 10 cents a 
pound and increasing the consumption of butter in the country 150 
million pounds a year, that would take care of roughly 3 billion pounds 
of milk, would it not? That is nearly half of the surplus. That, of 
course, might leave us with more powdered milk on our hands, but 
the public does not get excited about Government-owned powder the 
way it does about butter. 

Mr. Reep. | think we are underestimating that surplus, Senator. 
We have got almost 300 million pounds of butter, which is 6 billion 
pounds of milk equivalent in stock, and 300 million pounds of cheese 
about 3 billion pounds in milk equivalent. 

The CuarrMANn. However, the President recommends a setaside of, 
I believe, 200 million pounds of butter. 

Mr. Reep. I would like to make a statement with regard to that 
later on. 

Senator ELuenper. Mr. Chairman, | believe the solution of this 
milk production lies in getting the people of this country to drink 
more milk. 
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The CuarrmMan. Of course it does. 

Senator ELLenpEeR. That is where it lies. Why do you want to 
fool with butter and cheese in that? 

The Cuarrman. | was thinking that if we could get our people to 
drink 6 or 8 billion more pounds of milk a year, we would also make i 
possible to expand production of the protein foods. In that way you 
develop the very best grain market in the world, and increase the 
general prosperity of all types of farmers. So let us not stop when we 
get this surplus used up. Let us go on and see that the people have 
more of the foods they ought to have. 

Senator ELtenper. As I said a while ago, if you get the Lone 
Ranger and Hopalong Cassidy and all those boys to work, you are 
going to get that milk consumption up before you know it. 

The CHaAirRMAN. I| agree with you. Bob Hope is now doing that, 
though. 

Senator ELLenpER. Bob Hope is too funny for that. 

The Crarrman. The Lone Ranger might sell more milk. 

Mr. Reep. I do not think there is any disagreement between the 
industry and the large number of comments that have been made by 
members of the committee as to methods that can be used to reduce 
the surplus holdings and perhaps eliminate them. I think the only 
difference of opinion would be the degree of efficacy of the various 
suggestions in getting rid of this surplus which we have and that 
which will accumulate under this year’s program. Our opinions are 
that no matter how much we push sales to charitable institutions 
push our merchandising program and the like of that, we cannot do 
the job; that some method must be found to reduce prices to the 
housewife in the United States to a level considerably below what they 
are going to reach under the announced program. 

We would recommend, in order to do that, that the act of 1949 be 
amended at the appropriate point in section 201, I think it is, para- 
graph (c), to permit the Secretary to use any number of methods. 
We prefer the method of a direct plant payment, or sometimes what 
you call the purchase-immediate-resale plan. Under that plan, the 
commodity would be bought from the manufacturing plant at the 
support level, and immediately resold to them at a level calculated to 
reduce market prices to the extent that we could move all current 
production and start the orderly liquidation of the CCC inventory 

Such a plan of disposition would not in any way interfere, Senator 
Anderson, with all of the trading that you could try to do or with any 
of the expanded charitable institutional work, because it is going to 
take considerable time, even under this plan whcih we think is the only 
really workable plan that has been advanced, to move all this volume. 

The CuarrMan. But, Mr. Reed, did the Department not work that 
out and they found that in order to move the surplus now on hand 
and this relates to butter alone—and that which would be produced 
this year, would cost about $650 million? 

Mr. Reep. I do not know the exact figure. 

The CuarrMan. They were assuming they would buy it at 66 cents 
a pound, I think, and resell it to the manufacturer at 30 cents a pound, 
so that it would go to the consumer for around 45 or 46 cents. At that 
rate, on the 300 million pounds we have on hand now, there would 
be a loss of roughly a hundred million dollars. 
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Then on this year’s production, of which they would have to buy 
the entire amount, there would be a loss of about $500 million. Not 
only that, but it would displace, of course, the cottonseed oil which is 
now going into oleo, so that the Department would have to buy 
cottonseed oil instead of butter. 

I think there seem to be some drawbacks to the plan, although it 
probably would sell butter. 

Mr. Reep. Senator, what I think we would come out with on an 
analysis of the number of plans—one plan is that we sell it back and 
blend the price. That is just with the CCC butter. The plan I am 
talking about is the rollback or a direct plant payment that would 
go back to producers to reduce the price. 

Senator ELLENDER. Do you mean for the butter to be acquired in 
the future you are going to do that? 

Mr. Reep. Yes, sir. But the point is, Senator, as we analyze it 
any plan which reduces the market price level to the consumer so that 
our current inventories and current production is used up is going to 
cost just about as much money as any other plan 

The CHarRMAN. Yes, but it will cost that for 1 year instead of each 
year. That is problematical, too, I agree with you 

Mr. Reep. That is problem | 1 | 
it would not be that way. 

Senator Wi LIAMS. What is the annual production of but f 

Mr. Reep. It is running about 1,400 million pounds 1 500 million 
pounds. It has been lower than in the last few years, but it is o7 
slight uptrend. 

Senator WittraAms. Assuming that such a plan went into effect, as 
has been proposed by you here, what effect would that have on dried 
milk, or the surplus milk which was dried? 

Mr. Reep. On dried milk 
used in any particular d 
not affect it 

Senator WriuiAMs. What would the Gov 
to do in relation to dried milk? is a part 

Mr. Reep. [ would suppose, and am p 
wanted any value on that at all they would 
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milk at plant 5 
Senator Wiiurams. In other words, you w 
into the dried milk the same formula as you 
butter 
Mr. Reep. I think you would 
and take oft the market nonfat 
Senator WitutiaMs. What is the annual pro¢ 


2 what 
both for human consumption and animal feed 


Mr. RE! dD | do not want to indi ‘ate that | 


your question I did not prepare those figu 


witness is going to give them to you in detail 
Mr. Rematey. That is 1,200 million pounds 
Senator ANDERSON. At how much a poun 
Government? 
Mr. RemMatey. 16 cents. 
Senator ANDERSON. We understand the 
produced as butter. 
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Mr. Farr. A billion pounds. 

Senator WituraMs. If the Government carried this recommendation 
over to dried milk, what do you think would be the average price at 
which you could move dried milk? 

Mr. Reep. I do not think you can give that much dried milk away 
hardly. It is twice our current consumption. Perhaps there are 
some ways there could be some realization of value out of this total 
production, but I would much prefer you would ask Mr. Remaley and 
Mr. Farr when they testify. They have that at their fingertips. 

Senator Wriu1AMs. You used to move a good portion of that dried 
milk that was accumulated in animal feed consumption. That mar- 
ket has almost vanished entirely, has it not? 

Mr. Reep. Again I have not kept up with those particular figures. 

Mr. Remavey. Last year I believe we sold as skimmed milk about 
26 million pounds. During the years of 1930 to 1935 we sold about 
120 million pounds. During that time, of course, the whey industry 
as it moved into the amimal feed industry, the milk solids were being 
supplied by dry whey, which in turn of course was helping to support 
the cheese. 

Senator WiuuiAMs. Is the dried whey supported by the Government? 

Mr. Rematey. No, sir. 

Senator WiiuiaMs. You would have, you think, about 1,200 milllon 
pounds of dried milk that you would be buying annually for which 
you have ro program for geiting rid of it, is that right? 

Mr. Regp. You would be buying pe rhaps half of that amount, and 
the dried-milk people are working on a program for disposition of 
that, particularly in milk-deficit countries abroad which have no milk, 
which they will explain to you. 

Senator WiturAMs. If you adopted a plan of selling these surplus 
commodities that the Government was buying at 16 cents per pound 
and a plan of selling it at, we will say, 8 to 10 cents a pound, you 
would be buying all of them, would you not, the same as you would 
all of the butter? 

Mr. Rexp. If you bought dry skimmed milk and turned around 
and resold it, I do not think you would do it that way, you would 
make a payment on the milk that came into the plant or the equiva- 
lent of it which goes to the producer. 

Senator Wiiurams. In these payments to the plant—I am asking 
this as one not familiar with it—under the present setup, you can sell 
the dried milk or you can sell the butter which is produced with this 
milk to the Government on the basis of X figure which represents 
90 percent of parity. 

Senator ANDERSON. Sixty-six cents per pound for butter and six- 
teen cents per pound for dried milk? 

Mr. Reep. That is right. 

Senator ANDERSON. What provision does the law make to make 
sure you pass back to that farmer any percent of parity in the pay- 
ment of milk? 

Mr. Reep. The only thing we have ever had to rely on in that con- 
nection, sir—and I can speak from my own experience in the Depart- 
ment of Agriculture before and during the war and in dealing with the 
Department since—the only assurance you have that that will be 
passed back to the farmer is that, first, the farmer has a considerable 
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knowledge of what he should be getting, and, second, the competition 
among plants in keeping and holding producers is rather severe. 

Senator Wiiirams. I do not question but what it has always been 
done properly but I am just asking this question: Has it always been 
done properly? That is, what are you paying the farmers for the milk 
that is used in the plants producing butter at 66 cents per pound 
today and what were you paying the farmer for the same milk when 
the figure was lower? How is the price of milk to the farmer deter- 
mined? Can you give us those figures? 

Mr. Reep. The price of milk at manufacturing plants last year 
averaged approximately 5 percent, I think, below the figure which 
the Secretary estimated they would receive on the basis of this market 
buying prices. 

Senator ANDERSON. It averaged about 84 percent of parity. 

The CuHarrMan. That was the average. 

Senator Witu1ams. Who got that extra 6 percent of parity? 

Mr. Reep. That would be represented by an increase in plant mar- 
gins, that difference. 

The Cuarrman. May I point out that is the average. A good share 
of them got 90 percent of parity. That means a good many of them 
got far less than 85 percent. In fact, I am sure that some did not get 
over 75 percent last year. 

Senator Witui1amMs. Would you object to having written in the law, 
regardless of what percentage of support that Congress might see fit 
to set, a provision that the plant must certify in the sale of these 
products to the Government that a proportionate part represented by 
that price is passed on to the farmers? 

Mr. Reep. The intent, of course, is that you will so estimate. 

Senator WittiaMs. We are operating on this basis. If the farmers 
are only receiving 84 percent of parity in the past 12 months, the 
Government might just as well have been only paying you 84 percent 
of parity and everybody would have been just as happy except you. 

Mr. Resp. I do not know whether it can go quite that way or not. 

Senator Wiiurams. Thatis what lam asking. If we write it into the 
law that it would have to go that way, what would be wrong with such 
a procedure? 

Mr. Rexep. Actually I think you are in the business then of fixing 
plant margins. 

Senator WiiuraAMs. We are in the business of fixing markets. If 
you are going to ask the Government to underwrite the purchases 
and orders for all that you produce, do you not think by the same token 
you are going to have to de legate to the Government some authority 
to say how much you can make? 

Mr. Reep. So far it has not been done. The fixing of margins is 
one of the most appallingly difficult things in the whole field of econo- 
mic regulation that 1 know anything about. 

Senator WituraMs. As one who has been in business, I do not like 
the Government interfering with margins, either. But I say this. If 
you are going to come in and ask the Government to take all the butter 
that you produc e at X figure on the assumption that you are going 
to buy it from the farmers at the same percentage of parity, | think 
that the Government has a responsibility to see that you do pass down 
to that farmer a price in proportion to what the Government pays 
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you. If you only pay the farmer 84 percent of parity, you should be 
able to certify to sell to the Government only at 84 percent of parity. 
I do not see how we are going to get anywhere by establishing these 
formulas for the farmers if we have no assurance you are going to get 
the benefit. 

Senator ANDERSON. You keep advocating that and you lose a lot 
of enthusiasm for this program. I think it is a fine thing. 

Senator WiiuiAMs. I think that is the heart of tae whole problem. 

Senator ANDERSON. I do, too. 

Senator WiiuiaMs. We are arguing here that if we drop the support 
price from 90 percent back to 75, the farmers will go broke. The fact 
of it is, they are getting but 75 now. 

Senator THyr. You are wrong on that. 

The CHarrMAN. Some of them are. 

Senator Toye. No, you have to take your own Department figures 
on that, and the Department tells you that you had 84 percent of 
parity in dairy prices last year. 

The CuHarrmMan. That is the average. 

Senator Tuyr. You had an average of 84. But the Department 
last year, in order to maintain that price, took off the market 224,- 
116,000 pounds of butter and it took off the market 224,865,000 
pounds of cheese. It took off the market in dried milk 335,634,000 
pounds last year. 

Senator ANDERSON. You just put into the record figures showing 
that they are much higher than that now. 

Senator Tuye. It is higher now because you are in the calendar 
year of 1954. I am speaking about what was taken off the market 
last year. You took off the market the previous year, 63,572,812 
pounds of butter. You took off the market in your commodity pur- 
chases about 13,453,370 pounds of cheese; you took off the market 
78,748,635 pounds of dried milk. 

That was taken off the market in order to keep the market from 
reflecting a downward trend, which it naturally would if all of this 
surplus had been lying out here to depress the retail and the whole- 
sale prices. In doing that, the Department of Agriculture main- 
tained an income to the producer group at about 84 percent of parity. 
In some instances it dropped down to 82 percent. But when you 
took into consideration your fluid-milk sales plus your manufactured, 
and you lumped it, you came out with that average of about 84 per- 
cent. 

The Cuatrman. The Chair has just been informed that for the 
month of February, the producer of manufactured milk received 81% 
percent of parity in spite of the fact that he was guaranteed 90 percent 
under the law. That probably means that some received less than 70 
percent, because 81} is the average. Ido not see, Mr. Reed, why the 
operators of the plants should object to signing a statement that they 
have passed this guaranteed level, whatever it is, on to the producer. 
Why should they not be willing to do that? 

Senator WituiiaMs. Using their figures, the Department of Agri- 
culture figures roughly here, that 84 percent of parity was paid to the 
farmers last year 

The CHAIRMAN. 81 pereent now. 

Senator Wiii1AMs. But if we use 84 percent as the figure. The 
Government bought 224,116,000 pounds of butter at 90 percent of 
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parity. The difference in that 6 points figures about 4% cents per 
pound, or about $13 million that the Government paid extra for butter 
that the farmer did not get. 

The CuarrMan. In many cases—and I think that the names can 
be supplied—when the Secretary of Agriculture announced that 
beginning April 1 the support level for manufactured products would 
drop to 75 percent, many plant operators promptly cut the prices to 
the producers then and there in spite of the fact that what they wer 
going to manufacture over the next month would be sold to the Govy- 
ernment at 90 percent. 

I think that they have quite a lot to be responsible for, and then 
these same people who cut the price to the farmers * that announce- 
ment apparently are the most insistent that the Congress make it 
possible for the Secretary to go back to 85 or 90 i reent T think 
there will be more brought out along that line in the next few weeks 

Senator Wruttams. Mr. Reed, would you object to any such pro- 
vision in the law? If so, upon what would you base your objection? 

Mr. Reep. I would like to state the matter this way: It seems to 
me that your criticism of the announced level of prices not being 
reflected directly or clear through to the producer applies under eithe: 
type of program such as the direct purchase program you have here 
of the type of program | am recommending here. 

Senator WiiurAMs. That is right. 

Mr. Reep. It applies to both, so we can get that brushpile out of the 
way. Then, it has been my judgment that on the whole competition 
of modern plants in the procurement of supplies is sufficient to see to 
it that the margin is run pretty low, or as low as it can be reasonably 
gotten; and pay the man’s costs. 

On another point also we must remember that when the Secretary 
announced these prices, he did that on the basis of estimates of what 
plant operators, both corporate and private, were going to have to 
use up in expense money and deducted that estimated plant cost in 
arriving at what producer price he thought he would get out of this 
schedule of market prices. 

It just so happens that those costs were going up and actually 
whether it would have been done any differently, if some othe: 
method of computation had been used, the fact is that the margin 
overreached the estimate that the Secretary thought would prevail 
Margins have been going up largely because of increasing cost rates 

Senator ANpERSON. Because of profits, too. You have seen some 
creamery profit figures, have you not? They look pretty good. 

Senator Toye. I was just going to comment in this respect, Mr. 
Chairman, that wherever a cooperative creamery is involved—in 
Minnesota “Land O’ Lakes’ and the Twin City Milk—they reflect 
back to the producer in a pro rata manner every penny that they 
realize, with the exception of the small set-asides that are permissible 
under the law. So therein it makes no difference. I could only 
conceive justification in what Senator Williams brings out providing 
that a producer was delivering to an independent plant. If the 
Government was to purchase this butter at a certain price and sell 
it back at a certain price, and the independent plant then were success- 
ful in buying at a cheaper price from the producer group, it might 
derive some higher profit out of the transaction. I cannot see where 
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a producer delivering to a cooperative plant would be in jeopardy of 
losing any part of that. 

Senator Witu1ams. My question was not directed in criticism 
against either the cooperative or the independent plant. It was not 
directed as criticism against anybody. It was just a question, and in 
answer to the question it was pointed out that on an average only 84 
percent was going to the farmer. I do not care whether it is a coopera- 
tive or whether it is an independent plant or who it is. It seems to me 
if you are going to have a support price and if you are going to try to 
guarantee a fixed price to the farmer, we have got some re sponsibility 
to see that he gets that. I do not care whether he is dealing with 
Land O’ Lakes or whether he is dealing with an independent producer 
or who. 

If you are trying to see that the farmer gets X figure for his milk, 
let us see whether he is getting that which we are paying out of the 
taxpayer’s money. I think that regardless of who might be involved 
or what their financial setup might be, it is a proper oustes as to 
what percentage of that which the V are receiving from the Govern- 
ment is going back to the farmer and I want the answer. 

Senator ANDERSON. I think in the case of a cooperative like Land 
O’Lakes they would not be hurt by 90 percent of the proviso because 
they are giving their farmers that. 

Senator Ture. We are giving it all back. 

Senator Wiuurams. If the sy are it does not hurt for us to see that 
figure. 

Senator Toye. Commodity Credit, however, did not put 90 percent 
in that butter on an average. The new revised formula that went 
into effect last year did drop. I want to be corrected if I am in error 
here, but I understood that a revised formula dropped in about two 
points last year when the new price supports for the calendar year of 
1953-54 were announced. 

The CHarrman. That left the same percentage, Senator Thye. 
The parity price dropped 2 cents a pound because of lowered costs of 
production. 

Senator Ture. That is right, I mean the new formula. 

The CuarrMAN. It may be that those costs have gone up. 

Senator Toye. The new formula went into effect there which in 
reality dropped it, but the Commodity Credit Corporation was buying 
this product at so much a pound in order to take the surplus off the 
market so that the market remained mozr stable because of their 
purchases. We are getting into a very difficult question here, but I 
do not believe that the Department of Agriculture bought any covn- 
modities and then somebody enjoyed a profit of 2 or 3 cents on it. 

Senator AnprersoN. I think so. I think now they are enjoying 
nearly 10 cents on it. Eighty-one percent of parity is the average 
at the present time. Eighty-one percent of parity 

Senator Turse. But who is enjoying it? 

Senator AnpeRrson. The creameries that dropped this price when 
their ability to deliver—— 

Senator Tuyr. But if it is a cooperative creamery, the profits that 
they derive can go to nobody but the producer members, that is what 
I am getting at. 

Senator ANDERSON. Then they should not be worried by a require- 
ment of 90 percent. 
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Senator Witu1ams. Anybody who is paying the farmers 90 percent 
would not be concerned at all. 

Senator ANpERsoN. Not a bit. Land O’ Lakes would not worry 
about this. The farmer is the one who ought to get what he is 
promised. If you are going into that kind of a program, there ought 
to be some protection to see that he does get that. We had some 
agricultural programs where they had to certify that they paid the 
farmer a specified price before they can claim their subsidies. Surely 
now if you are going into any program, as I figure this other program, 
if you made a billion five hundred million pounds of butter last 
year—and I read in the Dairy Situation that use of milk in making 
butter increased in all regions of the country during 1953, and | 
understand if there is a guaranty of any nature you will increase still 
more in 1954—making butter is just like eating watermelon and not 
having to turn your head to spit out the seeds, when you have this 
kind of a program, 

If you have got a 1,500 million pounds of butter being made and 
they are going to buy it at 66 cents and sell it right back to the plant 
at 30, that is 36 cents a pound loss. If I can figure right , that is $540 
million a year out of the Federal Treasury. If you are going to pay 
out $540 million a year on one agricultural elena alone in order 
to try to give the farmers a decent living, the farmer ought to get that. 
He ought to get that. It should not be 60 percent of parity or 70 
percent of parity to the farmer when you are basing a price on 90 
percent to the farmer. 

It does not do any good to just put this into creamery profits and 
let the Government recaputre 52 percent of it by income tax from the 
dairy. 

The CHatrMan. The law plainly intends that the support price 
shall go to the producer. 

Senator ANDERSON. Certainly. 

The CHarrMAN. It is not intended to support the plant operator 
yw the dealer in any respect. 

Senator ANDERSON. My guess is that any well-managed creamery 
can operate between the 60-cent price, if that is what it would be—I 
am not saying what it would be—and the 90 percent of parity figure 
that would be required to be established. We went through a lot of 
that in OPA and went into all of these proceedings. Not every plant 
has the same overhead charges or charges up the same amount for 
entertainment expense and various other things. But they can get 
down and operate properly and we found that out and people made 
a profit. 

The CuarrMan. I think there is still an unanswered question. 
Senator Williams, did you ask Mr. Reed if his organization would 
agree to amending the law to require that the 90 percent, or whatever 
level of support, should be certified as paid to the producer? 

Mr. Reep. As I understand the question, it involves a question 
actually as to whether the large number of plants, many of which for 
the greater portion are local cooperatives in my organization, would 
feel that it was necessary that the law provide for actually fixing a 
margin in this program so that you could be sure, presumably, if they 
would handle the milk, that the money would go to the producer, or 
whether or not they would say that in our area, as cooperatives, we 
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will give back everything except our handling costs anyway and some 
small reserve. 

Senator WiLuiAMs. Just answer the first part of the question 
Would you object to it or not? 

Mr. Reep. I am trying to tell you I cannot answer your question 
categorically. I would have to ask my people. This is quite a new 
one. 

Senator WitiiaMs. You are testifying here in behalf of 90-percent 
support, is that correct? 

Mr. Reep. No, sir; | am not. I am testifying in this respect. I 
am trying to point out to the Congress that we are in a very, very 
serious situation, that we must find methods of getting rid of these 
inventories, that the cut to 75 percent will not do it, although it will 
move some of the surplus that will be produced this year. That in 
order to get this inventory written down and to use up current con- 
sumption, the prices to consumers must be reduced. 

If we are going to let the housewife in this country eat these su- 
pluses, they must be reduced to a point that will move them. In 
making that reduction under the assumption that the price will be 
reduced by whatever method used so that our housewives eat it up, 
or our own consumers in this country, the cost is going to be about 
the same under either type of program and it is going to run into a lot 
of money. 

In other words, this situation is all pretty much irretrievable as far 
as costs are concerned. We understand that any reasonable analysis 
of costs involved in liquidating inventories in this manner which we 
think is the only way we really have available to do it, will certainly 
run close to $500 million. 

The CuHarrMAn. There would be about as much more if powder and 
cheese were included. 

Senator AnperRson. Take Senator Aiken’s figure he used a minute 
ago. He said about $540 million. I think he was conservative. 

The CuartrMan. Those were Department figures, Senator Anderson. 

Senator ANDERSON. I figure on 1,500 million pounds, and that is 
$540 million. Then the dry milk is a 1,200 million pounds, and heaven 
knows what the markdown has to be to move all of that. Certainly 
it would be 10 cents out of the 16 cents because you do not sell that 
at any price over 6 cents. So 10 cents would be another $120 million 
on that. Ido not know what the cheese figure would be, but it would 
be $120 million or so, and then he has got to get rid of these surpluses 
that are now on hand which Senator Aiken estimated we would use 
maybe $100 million for, which I think is very, very conservative. 

You have got about three-quarters of a billion dollars on dairy 
products. Do you think that would go pretty well? 

Mr. Reep. I regret, Senator, that I have to throw a figure that is 
such a bombshell into the workings of this committee. 

Senator ANDERSON. I think you ought to face that fact. 

Mr. Reep. But I do not think we have been facing the facts on 
this situation. 

Senator ANpERSON. Nor did I. 

Mr. Reep. I am trying to tell you now that it is going to cost large 
sums of money whichever way you go. It is past the time when we 
can do anything about it, particularly. We are there. I know those 
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figures sound astronomical, but we are handling 2 years’ business in 
1, actually. 

The CHatrMan. However, a third of that amount, Mr. Reed, spent 
on the purchase and distribution of fluid milk and purchase in the 
canning of culled cattle would probably do more toward eliminating 
the surplus. The purchase and resale program does not eliminate 
the surplus particularly. 

Mr. Reep. Let us look at it this way. I am not altogether sure, 
have never been sure, for years when such problems were up, before 
this program, that a program for killing a lot of cutter and canner 
cows actually went far toward reducing milk production, or did not 
get you into a series of difficulties in the beef industry. But, as far 
as subsidizing the consumption of fluid milk is concerned, I think I 
could take the unequivocal position as far as my organization is con- 
cerned that that is by far the most expensive way to move surplus 
milk into consumption that could be conceived of because it is the 
highest cost per unit of commodity. You can move 5 pounds of 
butter at your purchase cost plus your handling charges if you give 
itaway. That is three-odd dollars. If you subsidize fluid-milk con- 
sumption giving it away like you would the butter, you would have 
to pay pe rhaps 22 cents a quart, assuming of course the regular retail 
pric e, which would be about $9 a hundred. 

Senator ANDERSON. Do they move milk into the school lunch pro- 
gram at the regular retail price? 

Mr. Reep. | understand they have a bid basis on that, but I also 
understand that under the school-lunch program the prices are pretty 
large. I do not know for sure. We used to have a penny milk pro- 
gram, Senator. 

Senator ANDERSON. Is it 22 cents a quart? 

Mr. Reep. I cannot tell you but they are certainly more than a 
giveaway. ‘They are not giving it away. 

Senator ANDERSON. But you want to remember that you are trying 
to develop habits, and that the regular drinking of milk at every 
meal in a school lunch program can develop the same consumption at 
home. I just do not understand how you can start in on a program 
that looks as if it may run three-quarters of a billion dollars on this 
rollback basis. I am just wondering for example how you would 
apply that across the economy. There are going to be about 6 million 
automobile units made in the trade this year and they are very much 
afraid they cannot sell but 5 million. 

Supposing they said “That is going to give us a surplus of a million 
automobiles. We will reduce the price of automobiles to the point 
where we can sell the whole 6 million and we will charge the difference 
in price to the Federal Treasury.” 

Have you any idea what that figure might run? Some day the 
Treasury is going to run out of money. 

The CHarrMAN. About the middle of September, if we do not 
raise the debt limit. 

Senator AnpmrRsON. If we raise the debt limit, $750 million on such 
a program will use up the new authorization. 

Senator WiiuraMs. I am wondering if Mr. Reed should not transfer 
his testimony on to the Finance Committee, which is considering 
cutting taxes. These extra costs will have a major effect on the 
budget. 
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Mr. Reep. I know, gentlemen, those figures are shocking that 
you are listening to. But it just happens to be the position that- 

Senator ANDERSON. | want to say this, Mr. Reed. 1 think it is a 
good thing that somebody comes in and talks about what the figures 
are going to be instead of trying to gloss it over and say ‘‘We do not 
know how much it will cost, but it will be expensive.”’ 

Mr. Resp. I cannot tell you precisely, but I can say it will cost a 
lot of money. 

Senator AnpERSON. It would cost a lot of money under any sort 
of a program, would it not? 

Mr. Reep. We are facing this expenditure and we might just as 
well face up to it or else drop the thing. 

Senator Wiuuiams. Mr. Reed, would you explain to me just one 
thing. What is the difference in the proposal that you advocated and 
Mr. Brannan’s proposal? 

Mr. Reegp. I think there are a considerable number of differences. 
I hope I do not make an error here, Senator Williams, because I do 
not recall all the details of the Brannan program. The Brannan 
program—which I think you understand was not original with him 
particularly—provided that in connection with perishables, the price 
would be supported by direct payments to producers. Also there were 
many other features of the Brannan program involving such things 
as different criteria as to the income level that farmers should have 
under that proposal as compared to what they have under the current 
law. 

There are many different things. We are not in any way recom- 
mending this as a permanent thing. We are recommending this as 
the sole basis we see, no matter how unpalatable these figures are 
on costs—and | assure you they are just as unpalatable to us as they 
are to you gentlemen—to get us out of this current crisis. As a pro- 
ducer representative, I feel, and my members feel even more strongly, 
that to continue piling up this butter and cheese and nonfat in the 
warehouses over another year or so, with no place for it to go, is going 
to cause the cancellation of the program. 

That is what we are worried about. We want to keep the program. 
But, as I say, this program has got pretty much out of hand as far 
as keeping costs to a low figure is concerned. We are giving you as 
honest an indication as we know how, of what these costs will be. 
It would have to be experimental. Perhaps 45 cents a pound will 
move this butter. Perhaps 50, perhaps it will take 30. But unless 
we want the commodity to spoil, that is what it would cost. There 
is just not anything else we can see to do about it. 

Senator ANDERSON. This question of the Brannan plan pops up in 
connection with the wool bill and everything of that nature. Pro- 
duction payments were not originated by Mr. Brannan. 

Mr. Reep. That is true, Senator Anderson. 

Senator ANDERSON. Production payments were in the Department 
of Agriculture as early as 1935 and 1936. When Chester Davis was 
running the AAA he tried production payments as far back as that. 
Probably they are the brain child—if the brain child of anyone—of 
Prof. Ted Schultz of the University of Chicago, who has certainly 
been most constant and persistent an advocate of the use of production 
payments, incentive payments, or one of the various other names that 
they apply to it. 
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In 1946 or 1947, I think late in 1946 perhaps—I am not sure as to 
the date—but in 1946 at least there was a program worked up in the 
Department ofjAgriculture for handling eggs. It was on a production 
payment basis. That program came to my desk and I read every- 
thing that had thus far been printed anywhere in the country on 
production payments, and wrestled with it for weeks. I final'y 
decided against it on the use for eggs, but said at the time there might 
be places where this program could be useful. 

That was when the Department gave its great consideration to 
production payments again. The wool bill which came from the 
Department of Agriculture in 1947 contained a provision for produc- 
tion payments, and was almost identical to the wool bill that is now 
before the Congress. I read my letter of recommendation on that 
and found that many of the things which I had said then were appli- 
cable to the wool bill that now will come before the Congress. 

All I am trying to say is that light is good in whatever lamp it 
happens to be burning, and there may be instances where production 
payments would be good things. I think wool is one of them. 
Whether butter is or not is a matter for the Congress to determine, 
and I have so much respect for Senator Williams that I do not want 
to get this mixed up into a question of whether it was advocated by 
Mr. Brannan or was not advocated by Mr. Brannan, because the bill 
introduced by Senator Aiken, which became the Senate’s end of the 
Agricultural Act of 1948, contained a provision for the use of produc- 
tion payments where the Secretary thought it necessary. 

So let us not confuse production payments with the Brannan plan, 
which I objected to on the basis of the provisions it had for units of 
production intended to make it probable, if not definite, that large 
farms would have to be split up. Also it provided many things about 
a national income standard over a 10-year basis to which some of us 
found it difficult to subscribe. 

Production payments may or may not be the answer to the butter 
problem, but they certainly must not be discarded because some one 
individual thought of them at any one time. 

The CuarrMan. It is very obvious we are not going to conclude the 
hearing this morning. I do not think there is much business on the 
floor this afternoon. So if agreeable to the other members of the 
committee, we will recess until 2 o’clock. 

Also, I notice Mr. Cotton of the National Milk Producers Federa- 
tion is in the room. I would like to ask Mr. Cotton if he can get the 
opinion of his board for us as to what their attitude would be on re- 
quiring certification on the part of the operators that they have paid 
to the producers a price equal to the support level. 

Mr. Corton. I will be glad to do that, Senator Aiken. 

(See p. 503). 

The CHarrMAN. We will be back at 2 o’clock. 

(Whereupon, at 12:30 p. m., the committee adjourned, to reconvene 
at 2 p. m.) 

AFTERNOON SESSION 


The CHarRMAN. The committee will be in order. 
Will you proceed, Mr. Reed? 











418 GENERAL FARM PROGRAM 






STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE 
NATIONAL CREAMERIES ASSOCIATION—-Resumed 





Mr. Reep. Senator, I would like to recommend to your committee 
a proposed amendment which would be to section 201 of title IT, 
paragraph (c) of Public Law 439, the Agricultural Act of 1949 as it is 
commonly called, or if it is not to be inserted there when the com- 
mittee gets through with its considerations, to insert it in the omnibus 
bill that you have here, 5. 3052 

The CuarrMan. How does this change the existing law? 

Mr. Reep. May I read the amendment in and then give that an- 
swer? Here is the way it is recommended it read: 

The price of whole milk and butterfat and the products of such commodities, 
respectively, shall be supported through loans, purchases, or other operations at 
such level, but not in excess of 90 per centum, nor less than 75 per centum of the 
parity price therefor as the Secretary determines necessary in order to assure an 
adequate supply. 

The CHArRMAN. You are giving more leeway as to the manner of 
purchasing butter, cheese, and powdered milk? 

Mr. Reep. Yes, sir, and also we do not in this restrict him in a 
program which would in effect be at the same time a price-support pro- 
gram and a disposition program such as the rollback is. It is our 
feeling that you give the Secretary the degree of flexibility that he 
needs in operating a program for a perishable commodity. 

The CHarrMAN. It does not give him much more. 

Mr. Reep. That, of course, sir, is similar to the authorities he has 
for other commodities. 

The CuatrMan. This is about what we had in the 1948 law, as | 
recall it. 

Mr. Reep. Yes, sir. For example, if the Secretary decides there 
is a small surplus he can use the direct purchase method. If he esti- 
mates there will be a large surplus he can use the rollback method 
Or if it developed that some kind of a stamp plan or certificate plan 
or food allotment plan similar to your bill were desirable, he could 
also use that in our view under that terminology. That is about 
all that I have to say with respect to price supports. I again want to 
insist that we are recommending this rollback because we feel that it 
is the only technique that can be used at this time which will be 
effective in disposing of our current surplus and production that we 
are now facing. 

With regard to import controls we believe that as long as the 
United States prices are maintained at levels above world prices 
through price-support programs it is necessary to have quantitative 
import controls. We have them now under proclamation of the 
President, pursuant to section 22 of the Agricultural Adjustment 
Act. The President and the Tariff Commission moved with rather, 
I would say, quite commendable efficiency and effectiveness in estab- 
lishing import controls when section 104 of the Defense Production 
Act was permitted to expire last year. The details as to quotas 
under the President’s proclamation are available in appendix B. 

However, in the dairy industry ommentiaan there has been a sub- 
committee on import controls working on this problem for a number 

of months—about a year and a half now. While it is true that the 

control under the President’s proclamation now is adequate, the basic 
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flaws that we see in that act still exist, namely, that it leaves too 
much discretion to the administrative groups and if they wished it 
could be a very time-consuming procedtire 

Further, there is no move made to begin to correlate our farm policy 
goals of securing parity for farmers or foreign policy goals of increasing 
international trade through tariff concessions and other foreign trade 
operations. So we have recommended to the committee and to other 
committees of the Congress last year that section 22 be amended to 
provide that as long as our commodities are under parity that im- 
ports be restricted to the average of the 5 preceding years; that 
when prices fall below parity those imports would be restricted on 
that basis. When they go above parity the quantitative limitations 
would be taken off. But of course the commodities would still re- 
main subject to tariffs under existing law. Also, in some commodities 
in the dairy field where the 5-year average would not work to good 
advantage we would recommend that the Secretary be authorized 
to apply such additional quantitative limitations as would carry out 
the desires of the Congress in the price-support program. 

We have put in appendix B suggested language which we wish to 
commend to the attention of this committee, Mr. Chairman 

The last section of my paper has to do with a discussion of self-help 
programs First, I would like to talk about self-help programs in 
general, with particular reference to what is meant by that term. 
Apparently many people think when they speak of a self-help pro- 
gram that they mean one that is financed by the produce rs themselves 
Ordinarily this financing takes place as a result of the imposition of a 
processing tax. 

You will recall in the early thirties processing taxes were used to 
finance agricultural adjustment programs. In determining whether 
or not a program is truly a self-help program or merely a program which 
is self-contained in the sense that it carries its own taxation provisions 
for its financing, we have to consider the incidence of the taxes; where 
this tax finally comes to rest. The mere fact that a tax is levied 
any given point in the production or consumption process does not 
necessarily mean it will come to rest there and be finally paid by thos« 
on whom it was levied. 

After considerable analysis of the incidence of a processing tax on 
milk and butterfat we have come to the conclusions that with regard 
to milk distributed in the form of fluid milk to consumers the tax 
would be very largely passed forward to consumers. There are many 
reasons for this. One has to do with the nature of the elasticity of the 
demand for the commodity, the degree of control in the market and 
the bargaining processes therein. 

With regard to manufacturing milk and butterfat the tax would 
passed back very largely to producers. So that the situation would 
be, as we view it, that on the one hand the tax on about half of the milk 
that is the fluid milk, would be passed on to consumers, and on about 
half of the milk on which the tax was levied, namely manufactured 
milk and butterfat, would be passed back to producers. 

Accordingly, the programs that involve the levying of processing 
taxes to support the financing of such a program are not in their 
entirety or even in a very large degree self-help programs. What the 
manufacturing milk producer would lose by paying the tax he would 
pick up in returns in the form of taxes paid by fluid-milk consumers 
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on approximately equal basis, so that the program would just about 
balance as to losses and gains. With respect to the specific proposal 
before you, I think it is a very fine thing that we have groups that 
are working to try to develop some method whereby the moneys to 
finance these programs can be raised without necessarily making direct 
appropriations from the Treasury. 

Nevertheless, there are a number of questions regarding the pro- 
gram that has been placed before you. I will treat these only very 
generally. 

As far as my organization is concerned we feel that any board 
which is set up to operate any program of the nature involved should 
be fully representative of the dairy industry and of the public. 

As a matter of fact, we have serious misgivings that any board 
should be established under any such program because it merely adds 
to the proliferation of boards and commissions that we have in the 
Government today. 

The board, if such were to be established, should certainly have 
spelled out the metes and bounds of its operations as far as price 
support is concerned, the levying of fees, and also the degree to which 
it could be permitted to interfere with the normal development of 
the dairy industry by building plants and other things. 

We have very serious questions as to whether such program will 
amount to any gain to producers. Of course, if one considers, as the 
proponents apparently do, that the board would keep prices at 
90 percent of parity whereas Government prices would be at 75 
percent of parity, it is probably possible to show some gains. With 
regard to that matter, though, it would appear to our organization 
that in setting forth the criteria that any board will have in establish- 
ing its price level, the economic conditions which will govern the 
fixing of that support price level at any given range, they would use 
the same economic criteria. That being the case, and figuring 
reasonably intelligently, they should come out about the same place 

Therefore, it would appear to us that the factors guiding the board 
would be the same as the factors guiding any responsible Government 
official or agency, in fixing support leve Is, so the support prices would 
have to be fixed at the same place under the same conditions. 

The CHarrman. Do you believe the lower the support level the 
higher production will be? 

Mr. Reep. I think it is a matter of timing, sir. I think there is 
no getting away from the fact that over a period of time reduced 
prices for one commodity relative to alternative outlets for labor and 
capital will cause a reduction. The immediate reaction will be to 
produce more milk in order to maintain a certain fixed income. As 
capital is used up, and the like of that, and not replaced, I think it 
would tend to certainly reduce production. 

I think that is all that I have to say with respect to the matter of 
a self-help program. We in our organization have not abandoned the 
proposition that it may be possible to work out some such program. 
However, in our view the program has not been developed to date 
and it needs very careful review and consideration and study by the 
entire industry. We would suggest that before anything is done in 
connection with that matter by your committee or the Congress that 
a full-scale hearing be held and the matter gone into very, very 
carefully. 
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Senator Aiken, particularly do we think that is true in the levying 
of a processing tax which in essense is a sales tax on fluid milk. 

IT have taken a great deal of your time. We certainly appreciate 
it. We think it is one of the most important hearings it will ever be 
our privilege to engage in. We will stand ready to answer any ques- 
tions concerning my testimony. If we can be of any further help 
please let us know. 

The CHarrmMan. If the committee wants any further elaboration 
on the points raised, we will not hesitate to ask for more information 

Mr. Reep. I shall be in the city and available at your call at any 
time. 

The CuHarrMan. We understand that. Thank vou 

The next witness is R. H. Farr, market research manager of the 
Fairmount Food Co., Omaha, and representative of the American 
Butter Institute. 


STATEMENT OF R. H. FARR, MARKET RESEARCH MANAGER, 
FAIRMOUNT FOOD CO., OMAHA, NEBR., REPRESENTING THE 
AMERICAN BUTTER INSTITUTE 


Mr. Farr. My name is R. H. Farr. I am appearing in behalf of 
the American Butter Institute, a national trade association of butter 
manufacturers and distributors, with headquarters at 110 North 
Franklin Street, Chicago, Ill Members of the American Butter 
Institute are located in over 40 States. Members process approx- 
imately 40 percent of the total creamery butter manufactured. They 
distribute about 75 percent of all the creamery butter produced. 

There would be no butter surplus, except for changes that have taken 
place with the past 15 years. There would be no dairy surplus—or no 
farm problem—as far as dairying is concerned, except for what has 
happened to butter during that period. If butter had been able to 
sustain its prewar per capita consumption, we would actually have a 
milk shortage now. Gaining back just one-fourth of the per capita 
loss—just a little over 2 pounds per year, per person, would have 
wiped out the butter surplus last year. Now, we are not going to go 
into the economics or the causes of all of the harassment which butte: 
took during the war. We only want to point out that during World 
War II the rationing system discriminated against butter and favored 
oleo. 

Perhaps you have forgotten that the Government required sub 
stantial amounts of butter to be set aside for its use during 1943, 1944 
and 1945, reaching a peak of 55 percent of all butter produced in May 
and June of 1945. Price ceilings were set favoring marketing or pro- 
duction, as milk, rather than as gathered farm-separated cream. The 
last estimate we saw from the United States Department of Agricul- 
ture, showed an estimate of 17 billion pounds of milk a year, marketed 
in the form of gathered, farm-separated cream. There are a lot of 
these folks, 800,000 of them. Those folks are the backbone of the 
butter supply. Those folks are the ones who give you butter, when 
the other sources of production are diverted to more profitable mar- 
kets. ‘Those are the folks who cushion the shock for their neighbors 
who produce fluid miJk and other forms of manufactured milk. These 
are the marginal producers. 
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The surplus has not come from these folks but their market is being 
destroyed by it. The dairy industry needs a vigorous, prosperous 
as business. ‘The country needs the stability that the gathered- 

am seller helps give to a farm. It has been a source of grocery 
money for many years. Certainly it can only serve as a cushion for 
the whole industry if it is a healthy business. It cannot be a healthy 
business as long as the present surpluses are hanging over our heads 
and as long as the CCC continues to pile up additional quantities. 
Our first problem is the disposal of surplus—the current surplus first. 
In the first 6 months of this year we expect at least 125 million pounds 
greater butter production than for the corresponding months of last 
year. 

Handling this year’s production will cause difficult physical prob- 
lems. We are producing right now more butter per week than in 
1942 when we had nearly twice as many creameries as we now have. 
In addition, butter which must be produced for sale to CCC requires 
far more delay in movement and requires far more cooler and freezer 
space than is needed for regular trade output. Getting current sur- 
plus production into current consumption is the major problem before 
us today. 

Almost 9 months ago the major segments of the butter manufactur- 
ing industry recommended a so-called purchase-resale or rollback plan 
designed to encourage the consumption of butter and avoid the 
continuing Government purchases. 

Even though the language of the Agricultural Act of 1949 did not 
specifically prohibit this type of program, it was the consensus of 
opinion of administration officials in Agriculture, that this was con- 
trary to the intent of Congress. Accordingly, we concur in and 
support the change proposed by a prone witness, Mr. Otie M. 
Reed, to change title 7. — tion 201 (c) of the Agriculture Act of 1949 
as outlined by Mr. O. M. Reed. Such a change will permit the 
purchase-resale or “oliback type of operation herein recommended. 
The announced support level for the 1954 crop year plus a 15 cent 
per pound rollback on all butter including inventories would result in 
an approximate retail price decline of 23 cents per pound. 

The CuarrMAN. That would mean resale at about 42 cents a pound? 

Mr. Farr. Yes, sir. Under this recommended program, dairy 
farmers would continue to receive their guaranteed support prices 
announced by the United States Department of Agriculture. 

The CuarrMan. That would mean probably a retail price of 55 to 
60 cents per pound? 

Mr. Farr. I think possibly not quite that high. On the theory 
that retail distributors figure theit margin on a percentage base rather 
than a cents-per-pound base normally speaking. 

The CuarrmMan. By moving current production directly into the 
market there would be some savings? 

Mr. Farr. Yes, sir. Once in operation, the Government would 
merely reimburse the butter manufacturer for the amount of the roll- 
back based upon accurate and properly certified production reports. 
The rollback plan is proposed as a temporary expedient to be con- 
tinued only until Government stocks are liquidated. At such time 
the subsidy would be reduced as market prices rose to the support 


ley el. 
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In closing, I wish to thank you for your courtesy. If I can answer 
any questions which you may have I will be glad to do so and if you 
desire any further information from my organization, the American 
Butter Institute, please feel free to call upon us. 

The CHarrMAn. When would you have that rollback begin; you 
would not have it start April 1, would you? 

Mr. Farr. I think we would have it start just as soon as it is 
humanly possible to get it into operation. 

The CHatRMAN. Would you not glut the markets if you started it 

1 April or May? 

Mr. Farr. No more so than at any other time during the year 
unless we assume that the butter production during the fall months 
declines to a point where all the currently produced quantities would 
move into the market. 

The CuarrMan. Yes; all of the butter moving in those months 
would move into the market, say, from the middle of August until 
Christmas, or the Ist of January. 

Mr. Farr. I think that is questionable, with the prospects for 
production we have this year. 

The CuHarRMAN. You think we may produce more than that? 

Mr. Farr. In the same fashion we have this past fall, we have 
continued to serve the domestic market and in addition have had to 
sell butter to the Government. 

The CHarrMAN. Have you concluded your statement, Mr. Farr? 

Mr. Farr. Yes, sir. 

The CuHatrMANn. Thank you. We hope to work out something 
better than we have now. We have no guaranties. If hope and hard 
work can do it, we might make some progress. 

Mr. Farr. We will stand ready to do anything we can in our 
organization. 

The CuarrMan. Thank you, Mr. Farr. We may call on you. 

Mr. E. W. Gaumnitz is the next witness. 

Mr. Gaumnitz, you have been here before; in fact, quite frequently. 


STATEMENT OF E. W. GAUMNITZ, EXECUTIVE SECRETARY, 
NATIONAL CHEESE INSTITUTE, CHICAGO, ILL. 


Mr. Gaumnirz. Yes, sir; I have been here before. 

The CHAIRMAN. You have a short statement and 2 or 3 charts 
which will be inserted with your statement in the record. 

Mr. Gaumnitz. In that event, Senator, if agreeable, rathe vr than 
going through the entire statement I will only touch on 2 or 3 things. 
As a matter of fact, I think Mr. Reed has covered the facts in the 
case and it has been supplemented by Mr. Farr. Therefore, I would 
like to stress a very few points. 

(The document referred to above is as follows:) 


STATEMENT OF E. W. Gaumnitz, ExectutivE SECRETARY OF THE NATIONAL 
CHEESE INstiTUTE, INc., CuicaGco, ILL. 


My name is E. W. Gaumnitz. I am executive secretary of the National Cheese 
Institute with offices at 110 North Franklin Street, Chicago, IIl 

The National Cheese Institute is a nonprofit corporation whose members 
include manufacturers of cheese and process cheese, and assemblers, wholesalers, 
and distributors of all types of cheese. Its members manufacture over 50 percent 
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of the cheese produced in the United States and distribute between 80 and 90 
percent of all the cheese distributed in the United States. 

The National Cheese Institute is concerned about the growing stocks of cheese 
and other dairy products under the Government price-support program. It is 
also concerned about the situation which has developed in whey. Total stocks 
of cheese, as well as stocks of butter and nonfat dry milk solids, are at record 
levels for this time of year. These record stocks have come about even though 
apparently very effort has been made to dispose of Government stocks by utilizing 
various noncommercial outlets such as school lunch and domestic and foreign- 
relief outlets. In addition, there has been increased industry effort on advertising 
and sales, 

Several changes in the law are recommended: 

(1) Modification so as to authorize disposition of excessive stocks at 
reduced prices to consumers, such authorization to be for 1 year. 

(2) Clarification regarding imports of products competing with price- 
supported commodities. This clarification should go not only to certain 
varieties of cheese, but also to products competing with whey. 

Milk production during the year beginning April 1, 1954, will probably be above 
that of the current year. With a continuation of present dairy price supports 
through the 1954-55 crop year and assuming weather conditions approximating 
normal and with no additional outlets for dairy products, we had estimated that 
storage holdings of cheese as of March 31, 1955 , might exceed 600 million pounds, 
an amount equal to more than two-thirds of a year’ s United States consum ption. 
Similarly large holdings of butter and nonfat dry milk solids were also anticipated. 

It should be noted also that most of the cheese held by the Government will 
need to be used in processing because of such factors as color, style (size and 
shape), and flavor. 

Under the recent announcement of the Secretary of Agriculture regarding milk 
and butterfat price supports for the year beginning April 1, 1954, increased sales 
approximating 2.5 billion pounds of milk, on a milk equivalent basis, may be 
expected. Such an increase in sales, if realized, might offset anticipated milk 
production increases. However, these are estimates and we anticipate further 
accumulation of stocks during 1954-55. Very apparently, if production increases 
more than anticipated or consumption does not increase as anticipated, stocks 
will again increase. In any event, it does not appear that Government holdings 
will be decreased if conditions are relatively normal. 

It is, therefore, recommended that authority be provided on a 1 year basis for 
the sale to consumers of dairy commodities at prices less than reflected support 
prices as announced. Several methods of accomplishing such an end have been 
proposed. We do not advocate a particular method but wish to emphasize that 
the various proposals differ materially as to their effects as between end products 
of milk and butterfat. 

In this connection it is to be noted that a reduction in consumer prices for the 
commodities under price support, such as butter and Cheddar cheese, means 
that the reduction would apply to that part of milk which accounts for about 
35 percent of total sales of all dairy products. Price reductions to consumers 
which affect all dairy products are of course more effective in moving milk into 
consumption since the basis is broader. 

The situation regarding whey will be presented more fully by one of my col- 
leagues. We have reviewed his formal statement. That statement sets forth 
the situation, as we understand it, and we endorse the recommendations con- 
tained therein. 

Some of the considerations leading to these conclusions are the following: 

(1) Farm production of milk in the United States in 1952 is estimated as 115.1 
billion pounds. Production ranged from 114.8 to 116.6 billion pounds in the 
vears 1949 to 1952. In 1953 production at 121.2 billion pounds exceeded that 
of 1952 in every month during the year (see attached table). In view of the 
increased milk cow numbers, some reduction in farm income, and restricted basic 
crop acreage, it is satiety sted that 1954 milk production will exceed that of 1953. 
As of January 1, 1954, the United States Department of Agriculture estimated 
that milk cow numbers as of that date were approximately 22.3 million or 3 
percent above numbers a year earlier. 

The United States Department of Agriculture report The Dairy Situation 
(September-October 1953 issue) noted that there are several factors which will 
tend to bring about a further increase in milk cow numbers including the follow- 
ing: ‘‘(1) The drop in realized net income from farming may cause farmers to 
shift to milk production in an attempt to maintain cash receipts; (2) supplies 
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of both roughages and feed concentrates are large for the foreseeable future 
(3) acrease shifted to grasses and pasture out of cotton and grain will tend to 
result in some increase in the number of milk cows and in total milk production.” 

It is also stated in that same report that “in past periods when the number of 
milk cows on farms increased, the average rate of milk production per cow usually 
declined somewhat. However, present conditions suggest that this may not 
occur in the next few vears. These conditions include the growing use of artificial 
insemination for dairy cows, the heavy culling of recent years and the large 
backlog of young stock on farms now, which are presumably of substantially 
better quality than in past vears.’ 

(2) Commercial sales of dairy products on the basis of recently 
support prices are likely to increase in the next 12 months. It 
estimate the magnitude of the increase. We have estimated that t] 
might approximate 2.5 billion pounds, on a milk equivalent basis. 

(3) A large part of the increased milk production of 1953 appears in increased 
production and stocks of the price-supported commodities—butter, cheese, and 
nonfat dry milk solids. The attached table shows the production of milk, cheese, 
butter, and nonfat dry milk solids in 1952 and during January to December 1953. 
In the year of 1953, a 5-percent increase in milk production was accompanied by 
a 15-percent increase in American cheese production, a 20-percent increase in 
butter production and a 39-percent increase in nonfat dry milk solids production. 
(Part of the nonfat dry milk solids increase undoubtedly resulted from a further 
shift from the delivery of farm separated cream to the delivery of whole milk 

(4) Government price-support purchases of cheese, butter, and nonfat dry 
milk solids prior to 1953, while of considerable magnitude in 1949 and 1950 in 
the case of butter and in 1950 in the case of cheese, were very large in the case of 
nonfat dry milk solids in both 1949 and 1950. At that time disposal was less 
serious, with a large part of the butter being resold commercially, a large part of 
the cheese being disposed of through negotiated export sales and donations to 
domestic welfare agencies, and with the bulk of the nonfat dry milk solids being 
disposed of through negotiated export sales and donations for foregn welfare 
With increasing dairy product production throughout most of the important 
milk producing countries of the world the possibility of material exports, under 
any likely programs, now appears remote. 

(5) Stocks of price supported dairy products as of March 31, 1953, were abnor- 
mally high (see table) with the excess in Government hands At that time, the 
Government stocks of cheese and butter, as reported in the United States Cold 
Storage Report, amounted to only 43 and 100 million pounds respectively As 
of January 31, 1954, Government held stocks of cheese and butter, as reported in 
the same report, had increased to 236 and 251 million pounds respectively. (It 
should be noted that these stock data are from the United States Cold Storag 
Report. Total Government holdings as of that date were actually somewhat 
larger.) 

6) Industry has intensified its efforts to dispose of additional stocks. Thess 
efforts are being expanded. Over a 20-year period total domestic cheese consump- 
tion has been expanding at the rate of about 37 million pounds per year and 
American cheese consumption has been expanding at the rate of about 23 million 
pounds per year. On a per capita basis total cheese consumption over a 20-year 
period has increased about 0.15 of a pound per year. Under free market condi- 
tions it is reasonable to expect that such expansion might continue. However 
such expansion under artificially high consumer prices cannot be anticipated 

(7) Price supports at artificial levels, which are subject to modification without 
reference to market conditions, discourage normal curing operations. This in 
turn reduces consumption because cheese of the desired cure is not available 

(8) Several methods of accomplishing a reduction in consumer prices and yet 
returning a given percentage of parity to producers have been advocated. Limited 
authority should be provided for such a program. There are material differences 
between these proposed methods. In general, methods which involve subsidies 
on all milk and butterfat sold from farms, whether such subsidies be handled as 
direct producer payments or payments through first handlers are broadest in 
character and have less adverse effect as between products. This is particularly 
important as between the different varieties of cheese. Subsidies which relate 
only to one or more of the price-supported commodities, would result in cot 
sumer price reductions restricted to the particular commodities. This would 
mean, in the case of butter and cheese, that such a program would relate to 
products accounting for only about 35 percent of total United States consumption 
of dairy products. Obviously, a program covering all milk products would be 
more effective in increasing total consumption. 


44084—54—- pt. 128 
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United States production of specified dairy products, by months, 1952 and 1953 


Nonfat dry milk 


solids 


American cheese All cheese Creamery butter Milk on farms 


1953 5 D5. 1953 1952 | 


1,000,000 pounds Billion pounds 


January 46.2 5S 69 87.0 7 
February ‘ 5 70 85.0 7 51. ! 81 
March 57.7 { 85 105. 3 91.5 70. lll 
A pril 72. § } 100 118.5 2. 5 j i. 3 129 
May 10: 5 136. ‘ 149. 1 35 f 26 154 
June : ) < 151.4 2 t 144. ¢ 
July ; 128. 5 { 114 
August 83. 114. ¢ 5.7 ¢ 91 
Septem ber 71 : 7 97 f 67 
October 61. ¢ f 7 87 45, 65. 2 
Novem ber 51 ! 5. 6 82 75 : 68. : 
Decem ber 54. 3 3. 4 6 91 : a} 94. % 


Total 849. } 974. 3 1,170.4 1, 297. ¢ ’ d » 424. % 863. 4 , 200. 3 


! Does not include cottage, pot, and bakers cheese 


Note.—Compiled from reports of the U. S. Department of Agriculture 


United States end-of-month cold-storage holdings of butter and cheese, specified dates, 
1951-54 


{1,000,000 pounds] 


Sept. 30 


Product and year Gov- Gov- Gov- 
ern Other Pot ern- Other ern- Other rotal 


ment ment ment 


Cheddar cheese: 
1951 146.3 155. 
1952 166. 6 167 
1953 4.7 190. 1 194. ¢ 
1954 : 235, 6 159. 9 395. £ 
Batter 
1951 ° 26. 6 48.7 
1952 11.9 
1953 : 43.5 


1054 251. 42.5 


Note.—Compiled from U. 8. Department of Agriculture Cold Storage Reports. Government holdings 
4s reported in the cold storage report are less than total stocks held by the Government, as reported 
elsewhere 
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Departme nt of Agriculture price-support purchase 
months, April 1952 to date 


{1 million pounds 


eddar cheese 


April. 
viay 
June. 
July 
August 
Septem ber 
October 
November 
December 
January 
February 
March 


Total 


Including purchases for shcool lunch 
August 1953 
Less than 500,000 pounds. 
§ In addition 7,200,000 pounds were purchased ir ly 1952 for se 32 program, 
Notre.—Data for 1952-53 compiled from mimeographed 1 Department of Agriculture report, Pur 
chases and Disposition of Dairy Product U. 8S. Department of Agriculture, Apr. 1, 1952 to Mar. 


1953 (June 1953). Data for 1953-54 compiled from U. 8. Department of Ag lture Daily Market Report 


Mr. Gaumnirz. I might say in starting that we would concur in 
the suggestion made by both of the previous witnesses that the law be 
modified so as to give to the Secretary of Agriculture somewhat more 
leeway in disposing of products. Secondly, we would also concur in 
the recommendation made by Mr. Reed particularly that section 22 
be modified in certain respects. 

The CHarrMan. To make it operative automatically? 

Mr. Gaumnitz. That is correct. We have in mind there all of the 
dairy products, but particularly cheese, and we are also interested in 
whey. Mr. Sprague, who is also scheduled to talk, will present the 
material with reference to whey in somewhat more detail. 

The CHatrrMan. How much has the cheese market been affected 
this last year by the low cost of beef? I will not say low cost but 
lower cost of beef? 

Mr. Gavumnitz. The statistical data as to the factors concerning 
cheese consumption are rather poor. It is difficult to say for sure 
exactly what the elements were that caused a reduction. Last year 
you may remember the consumption of all varieties of cheese, exclusive 
of cottage cheese, went down from 7% to 7 pounds according to the 
Department estimates. One of the factors which everybody thinks 
contributed to that reduction was the price of meat. As I say, it is 
difficult to say for certain. 

The CuarrMAN. Can you bring us up to date on the imports of 
cheese? 

Mr. Gaumni1z. The imports of cheese this year will probably run 
about 5 million pounds above those of last year. 

The CuarrmMan. And last year was what? 

Mr. Gaumnirz. Around 50 million pounds. 

The CuHarrMan. And it will run about 5 million more? 

Mr. Gaumnirz. Yes, sir. 
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The CnairnMan. What types of cheese will be represented by that 
increase? 

Mr. Gaumnirz. Quite a range of types with the large volume being 
in swiss, the Italian types—that is specifically or particularly so-called 
sheep’s milk Italian types—and about a million pounds increase in 
the Holland types—Edam and Gouda. 

The Cuarrman. Is there any Cheddar coming into the country now? 

Mr. Gaumnitz. Cheddar is under quota. Some came in, I think, 
for the calendar year. It will run in the neighborhood of 7 million 
pounds. 

The CuarrMan. Would that be from New Zealand or Canada? 

Mr. Gaumnirz. New Zealand primarily, and Canada. I have those 
figures in detail if you would like to have them in detail. 

The CuHarrmMan. No, I was just asking for my own information. 

Mr. Gaumnirz. In the first 11 months of 1953, for example, the 
total importation of all cheese was slightly over 50 million pounds 
in 1953, and about 44% million pounds in 1952. 

The CuarrmMan. That importation is higher than it had been for 
many years before the application of section 22, or the old section 
104? 

Mr. Gaumnirz. Yes, sir. 

The CHarrmMan. That is about the highest it has been since back 
in the early 1930’s? 

Mr. Gaumnirz. Yes. Imports of cheese in the period 1930 to 
1940 ranged in the neighborhood of 47 to 60 million pounds.. Then 
during the war period, of course, it was reduced very sharply, getting 
down to 8 or 9 million pounds, Then in 1950 it reached 56 million 
pounds. In 1951 it was 52 million, and 1952 it was 49 million pounds. 
It looks as though this year it will run about 55 million pounds. The 
import restrictions do not apply to all varieties. The restrictions 
apply to cheddar, blue, edam, and gouda, and cow’s milk Italian. 

The CHarRMAN. Are we exporting any cheese? 

Mr. Gaumnirtz. Practically none. 

The CuarrmMan. And very little likelihood of an export market? 

Mr. Gaumnirz. Very little likelihood. There might be a possi- 
bility, as was mentioned in some of the discussion this morning, 
probably there would be a possibility of disposing of some cheese in 
some of the countries where milk supplies are either practically nil 
or very small. Undoubtedly it would not be a commercial transaction 
It would have to be under some type of Government operation. | 
believe the dry-milk people have some suggestions with reference to 
nonfat, and I believe they have done much more work on it than we 
have. It would look, however, as though the proposal which they 
are suggesting might have some application in the cheese field if it 
were deemed necessary. 

The thing which is concerning the cheese group, Senator, is very 
simple. At the present time there is on hand about 300 million 
pounds of Cheddar cheese. The total production of all varieties last 
year was about 1,300 million pounds, of which Cheddar cheese con- 
stituted almost a billion pounds. Three hundred million pounds, 
then, out of a total production of a billion is rather a large percentage. 
Then it must be recognized that much of the Cheddar cheese which 
is held by the Government is in styles and shapes and forms and sizes 
and of a color which would probably mean that that cheese would 
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find its usual outlet in terms of process cheese, cheese foods or cheese 
spreads. That would mean that the figure of 300 million, while i 
may not be large in terms of 1,300 million is considerably larger in 
terms of a billion and very much larger in terms of the usual consump- 
tion of processed cheese, cheese foods, and spreads—almost 50 percent. 

The CHarrMAN. What do you estimate is the storable life of 
cheddar cheese? 

Mr. Gaumnirz. That is very difficult and depends upon the 
condition. Up to this time, as far as our own observations are 
concerned, and it is borne out by a regrading on the part of the 
Department, the cheese which is in storage is in good shape. | 
would say in excellent shape, much better than anybody expected. 
The Department has been following the policy, as we understand it 
of making certain that when for example, cheese is used for school 
lunch and for other purposes, that any cheese which might be at all 
questionable is moved out. 

We had thought further that is we do beimg to experience dif- 
ficulty, or anticipate some, that we might work out some type of 
method by which we could revolve stocks. 

The CHarRMAN. The President’s program asks for authority to 
rotate all commodities held by the CCC 

Mr. Gaumnitz. Yes, sir, which we would think would be very 
wise. 

The CHarrMAN. It does not look as if we would have any realized 
loss on cheese or butter either for sometime. It would probably 
come on powder. 

Mr. Gaumnirz. I would hesitate to say. Powder people can better 
give you the answer. 

The CuHarrMan. We will not go into that. 

Mr. Gaumnirz. One of our concerns is a rather easy one. We have 
these 300 million pounds now. The Government has been buying 
during the last year and buying during the period when normally 
stocks would move out of storage, even at that period of the year. 
We had estimated, if the current program were continued for another 
12 months that, say, by April 1, 1955, stocks of cheese would be up 
probably in the neighborhood of 600 million pounds. 

The CHarrMAN. That is a modest estimate, is it not? 

Mr. Gaumnitz. It is just tremendous. Whether storage facilities 
would be available, it is difficult to say because there are so many 
things that go into storage, and it is a question of which would have 
preference. But itis aserious problem. Six hundred million pounds 
against a normal consumption of around 800 million is almost a year’s 
supply. So we have been very much concerned with this deal. 

As previous witnesses indicated, we expect milk production to in- 
crease and with that an increase in cheese stocks. With the reduction 
in support price, as announced, we have made a very rough estimate 
that probably the equivalent of somewhere in the neighborhood of 
2% billion pounds additional milk equivalent might move into con- 
sumption. But we would agree with the other witnesses that it is 
very unlikely—in fact we would almost put it the other way—we have 
every reason to think that at the end of another 12 months, in the 
absence of a further disposal program, there will still be an accumula- 
tion of stocks in the hands of the Government. 
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The CuarrMan. You say that an additional 2% billion pounds 
might move into consumption. Were you referring to all dairy 
products? 

Mr. Gaumnirz. All dairy products. 

The CuarrMan. Not just cheese alone. 

Mr. Gaumnirz. No, sir. 

The CuarrMan. Do you anticipate a drop in the price of chees 
by 5 or 6 cents a pound will increase consumption? 

Mr. Gavumnirz. Yes, sir. 

The CHarrMan. But you have no idea how much? 

Mr. Gaumnirz. No; not for sure. We thought maybe as much as 
50 to 100 million pounds, but it would help. It would move in the 
right direction. 

The CuarrMan. Assuming we do not produce 200 million pounds 
more in the meantime? 

Mr. Gaumnitz. Yes, sir. On the face of it we would have 
expect an accumulation of the equivalent of another billion pounds of 
milk if the estimates of production are right. 

Both production and consumption estimates are forecasts and sub 
ject to all the weaknesses. 

The CHAIRMAN. We are going to have a big increase in the accumu- 
lation from now until when? The Ist of August? 

Mr. Gaumnirz. Yes, sir. Sut that would be in the normal seasonal 
type of thing. I was thinking particularly of the 

The CuHairMAN. That is when the fluid-milk producers go into the 
cheese business, from now until July. 

Mr. Gaumnirz. That is all that 1 have to say, Senator. The thing 
we want to stress is the fact that we are likely to have a further accu- 
mulation. The recent announcements of the Secretary will enable, we 
believe, an increase in cheese consumption. It will not be such an 
increase, however, as will stop further accumulations. 

Therefore, we would join with the other branches in suggesting and 
recommending that there be additional programs undertaken 

The CHatrman. Do you think, doing a little mental arithmetic, 
that a reduction of 4 or 5 cents a pound in the price of cheese would 
move into the market just about the amount that was lost last year in 
consumption? 

Mr. Gaumnitz. Yes, sir. [t might be a little more. 

The CHarrMan. Senator Thye, we have Mr. Gaumnitz here. 

We have finished with Mr. Reed and with Mr. Farr, of the Butter 
Institute. Mr. Gaumnitz has been talking about cheese. 

Senator THyre. Mr. Chairman, | had this copy of Mr. Gaumnitz’s 
statement last evening. I looked it over, not being certain that I 
could be with you today, and would not have been if we had not called 
off the appropriations executive session with the Joint Chiefs of Staff 
and the Secretary. 

I read this report, and I thought you had a good report here, Mr. 
Gaumnitz. In fact, I went over it very carefully last night. I noted 
your reference to the increase in the overall fluid milk, and yet that 
increase is not alarming in any sense. 

It is just a question that we are not selling our merchandise. 

Mr. Gaumnitrz. We are not moving as much as we need to move. 

Senator Tuyr. Exactly. You mentioned in your report that in 
1952 you had a production here, overall, of between 114,800,000,000 
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to 116,600,000,000 and that the anticipated is about 121,200,000,000 
for 1954. That is not a great increase when you consider the increase 
in babies and the milk consumed by youth. It is not large. It is 
just a question of selling. 

The CuHairman. How many pounds of fluid milk are represented by 
75 million pounds of Cheddar cheese? 

Mr. Gaumnirz. About 10 times that much—750 million 

The CuatrMan. If they move a pound of butter per capita, that is 
3% billion pounds of milk that would be represented by increased 
consumption of butter and cheese 

You would still have a lot of powder and whey. 

Mr. Gaumnirz. Yes, sir. 

The CuHarrMan. I do not think you are going to solve the dairy 
problem all in one grand solution. It has to be a little here and a 
little there. 

Mr. Gaumnitz. Yes, sir. 

The Cuarrman. A little of this method and a little of another 
method. No one method will do it. 

Mr. Gaumnirz. Again I want to stress what some of the other ex- 
perts have indicated. This has come about in the past year in spite 
of the fact that in the cheese industry I cannot name an exact figure, 
but the selling, merchandising, and advertising effort has been 
expanded materially. 

In spite of that fact we have this condition 

The CHatrMANn. Don’t they say it takes about 2 vears to get 
results from a sales campaign of that nature? 

Mr. Gaumnirtz. Certainly it is nothing that you expect an immedi- 
ate response on. 

The CuarrmMan. Are there any further questions? 

Senator Ture. I have none. 

The CHAIRMAN. Next we will hear from Mr. RK. J. Remaley, 
director of research, American Dry Milk Institute. 


STATEMENT OF R. J. REMALEY, DIRECTOR OF RESEARCH, 
AMERICAN DRY MILK INSTITUTE, CHICAGO, ILL. 


Mr. RemMautey. My name is Robert J. Remaley. I am director of 
research of the American Dry Milk Institute, which is the national 
trade association of the manufacturers of dry milks. Our offices are 
at 221 North La Salle Street, Chicago. The membership is made up 
of small, medium, and larger companies. Some of the member com- 
panies are cooperatives; some are family owned; and in others the 
stock is publicly held. 

The statement I am about to make on behalf of the American Dry 
Milk Institute will be confined to one aspect of the legislation before 
you. 

I refer to section 203 of S. 3052 embodying an amendment to 
section 416 of the 1949 act which deals with the subject of disposal of 
Commodity Credit Corporation stocks. This limited presentation is 
due to the fact that our institute regards the problem presented by 
present and prospective inventories of nonfat dry-milk solids as the 
most pressing one facing the industry. 

Commodity Credit Corporation—Inventories of nonfat dry-milk 
solids: On March 3, 1954, the Commodity Credit Corporation held 
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in inventory 503,700,000 pounds of nonfat dry-milk solids. This 
figure may be compared to 38,600,000 pounds at the close of 1952, 
45,215,000 pounds for 1951 and 203,700,000 pounds on December 
29, 1950. 

This inventory built up during the calendar year of 1953, is closely 
correlated with total fluid-milk production during 1953. A new 
record for fluid-milk production was set in 1953—a production of 
121.219 billion pounds which is 1.16 percent above the previous 
record of 119.828 billion pounds produced in 1945. 

The 1953 production was 5.22 percent over the total milk produc- 
tion of 1952. Production for each month in 1953 exceeded the pro- 
duction for each corresponding month in 1952. In December of 1953 
a new record for the production of fluid milk was set for December. 

There are a number of explanations for this new record for milk 
production, and a few may be enumerated—moderate weather; 
ample feed ‘supplies; heavier production per cow; increased number of 
cows in milking strings; improved manageme nt: less culling, due to 
low prices for cutter and canner cows; fewer heifers sold for veal, and a 
comparatively unprofitable sheep and cattle market. 

Inventories of nonfat dry-milk solids expect to increase: During 
1954, the present holdings of almost 500 million pounds of nonfat 
dry-milk solids is expected to increase to between 800 million pounds 
and 1 billion pounds. From now until the peak of the flush, milk 
production off farms is expected to remain at a high level. 

If an extensive and devastating drought is not experienced next 
summer, total milk production during 1954 is expected to remain bhigh- 
which means excessive production of nonfat dry-milk solids. As a 
matter of fact, the forecast of the Department of Agriculture is that 
124 billion pounds of milk will be produced in 1954. 

A good question comes up: Why does our industry continue to dry, 
while surpluses exist? If we can consider the whole dairy picture as a 
dairy plant we find that the dairy plant is obligated to accept the 
milk that is delivered to it. This milk must be processed. 

After the requirements for bottled milk and other home milk 
products are met, then the remainder is separated to produce cream 
and butter, and the fluid-separated milk must be condensed or dried 
and the greater proportion of it is dried. There has been over the 
past 20 years, as some of you are aware, an increasingly larger pro- 
portion of the whole milk produced on farms delivered to plants. 

Whereas in 1935, 35 percent of the milk produced was separated 
at the farm and only the cream shipped to market, the skim milk 
either thrown away or fed to animals, now less than 15 percent is farm- 
separated. This trend is expected to continue. Our plants cannot, 
and certainly should not if they could, throw it away. 

What has the industry done to increase domestic commercial sales? 
Since 1949 and through 1952, the dry-milk industry has accomplished 
an exceptional job of developing and expanding its commercial domes- 
tic markets. These sales have increased approximately 10 percent 
per year during the years mentioned. 

In 1949 domestic sales were 465.6 million pounds and the peak 
year was 1952 with 690.1 million pounds sold. In 1953 the present 
estimate is 600 million pounds which is the first decrease the industry 
has experienced since possibly 1949. 
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I would like to point out however that even in 1953, when we sold 
commercially 665 million pounds, we sold more nonfat dry-milk 
solids than was produced during the peak war year. 

Why «did commercial sales decrease in 1953? There are several 
minor reasons. During 1952, and particularly at the end, both our 
customers and ourselves tended to build up inventories expecting an 
increase in price in nonfat dry-milk solids. 

In 1953 when the Secretary announced his program of actual de- 
crease, part of our loss in sales was due to the fact that our customers 
had been living off inventories, or lived off inventories during 1953. 

The CHarrMAN. At what level are the free inventories now? 

Mr. Rema.ey. So far as we know right now, so far as our customers 
are concerned—of course we do not have figures; so far as we our- 
selves are concerned they are quite low. About as low as they have 
been in history. 

The CHarrman. In other words, they are letting the Commodity 
Credit Corporation carry the load? 

Mr. Rematey. Yes, sir. 

Senator Toye. That would be absolutely natural. Any man would 
do the same thing. When the Secretary announced that there was 
going to be a drop after the 1st of April, | would go out and sweep my 
warehouse so as to make certain that I did not have a pound around. 

Mr. RemMatey. That is what happened. We believe that our cus- 
tomers are operating at about a minimum level of inventory at the 
present time. However, we still believe that one of the major factors 
is that the large inventories held by the Commodity Credit Corpora- 
tion are not conducive to increased sales and generally demoralize 
the market. 

We believe that there was a tendency to hold back on present 
utilization and new use expansion, in expectation of a future price 
alvantage. What is the potential domestic market? Looking for- 
ward a little, the dry-milk industry believes that its goal of selling a 
billion pounds of nonfat dry-milk solids annually in the United States 
will be realized within the next few years. 

During 1953 the industry sold commercially as much product as 
was produced during the peak production year of the war years. If 
production had increased gradually at a rate of only 10 percent per 
year, the industry could have developed markets to absorb this in- 
creased production. 

However, during 1953, we were hit with a 40 percent increase, 
which was far beyond our capabilities to sell and expand and open 
new markets. 

Senator ELLENDER. What caused that? 

Mr. Rema.ey. The cause of the 40 percent increase is entirely due 
to the fact that all of the surplus milk that is produced and comes 
into manufactured products either has to end up as cheese or butter 
and nonfat. If it does not the milk would have to be thrown away. 
That is, there is nothing else to do with it. 

When they take the milk and separate it for butter, then we have 
so much milk and we must dry it. In fact there is nothing else to 
do with it. 

Senator ELLENDER. You mean after the butter content is removed? 
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Mr. Rematey. Yes, sir; then there is so much skim milk left that 
must be run. It represents the amount of nonfat solids which is 
present in the 5 percent of excess milk which was produced. 

The CuarrmMan. The milk powder increase I presume is due to a 
great extent to the disproportionate increase in production in the 
marketing order areas. 

Mr. Remacey. It would be in the same relation. 

The CuarrMan. They convert more of the surplus to powder than 
they do to other products. 

Mr. Remauey. Yes, sir. 

The CaarrMan. That is all they can do. 

Mr. Remazey. Yes, sir. 

The CuarrMan. Do you sell much whole milk powder? 

Mr. Remauey. On dry whole milk our sales are principally export 
sales. Because of world market conditions our export sales of dry 
whole milk have decreased 50 percent since 1949. 

The CHarrMAN. Are you going to talk about them later on? 

Mr. Remauey. No, sir. 

The CuarrMan. Is there a chance to rebuild them up? 

Mr. Remauey. There is no way to rebuild them unless we can 
compete with the world market conditions. As a matter of fact some 
of our members have had to go overseas to build plants in order to 
maintain their brands. 

The CHarrRMAN. You would have to compete with New Zealand, 
Australia, Denmark, and Holland. 

Mr. Remauey. One of our markets, the Panama Railroad Company, 
is now buying from New Zealand. It is quite a sizable market that 
we have lost. 

Senator ELLENDER. That is a Government-owned corporation. 

The CuarrMan. What is the difference in price between the New 
Zealand whole milk powder and ours, and what is the standard grade 
milk? Four percent, three and a half, or what? 

Mr. Rematey. Dry whole milk is produced from approximately 
3.3 percent whole milk. It is approximately that. The figure that 
is normal] is either 26 or 28 percent fat on a dry basis—26 percent is 3.3 
and 28 is 3.5. 

Senator Taye. Then when we lost that from the United States, 
was it just a question that they underbid us? 

Mr. Rematey. Yes, sir, strictly. 

Senator Tuyr. Had we been prepared to bid 10 percent lower than 
what we were offering, they would have bid below us again? 

Mr. Rematey. That is right, sir. Senator Aiken asked me a ques- 
tion that I am sorry I just do not know the answer to, as to the prices 
of foreign production. 

Senator Taye. Has your cheese production gone up or down? 

Mr. Remavey. Cheese production? 

Senator Torr. Nationally? 

Mr. Rematey. That has gone up. 

Senator ELtenpER. Do you know what their bid was on this 
product? 

Mr. Remacey. No, sir. 

Senator ELLeENpDER. What was the bid for that which the Canal 
Company bought? 
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Mr. Remauey. I am sure we could find out. I do not know. 
Would you like me to find out? 

Senator ELLENDER. No. I am just curious. Here is a Govern- 
ment agency, knowing that with all these things we have on hand, 
might save 2 cents, and the Government is going to lose 30 cents. 

The CuHarrRMAN. I think that is a consolation prize to New Zealand 
in return for the application of section 22. 

Mr. Remauey. Normally their prices have been 10 to 15 cents 
below ours. What they are, I do not know. 

The CuarrMan. There is quite a wide spread in the nonfat powder 
prices. 

Mr. Rematey. Yes, sir. 

The CHatrMaNn. That is, we have been supporting it at 16 cents 
What has the foreign price been? Nine or ten? 

Mr. Remauey. Canada, when they bought last year—they do not 
have a support program, but they buy definite amounts. They 
bought a comparable product at 8 cents. 

Senator ELLENDER. Nonfat? 

Mr. Rema.ey. Yes, sir. 

The CHarrMAN. Just half of our price? 

Mr. Rema.ey. Yes, sir. 

Senator ELLENDER. What about the competition on the others? 

Mr. Remauey. On nonfat? 

Senator ELLenprER. No, I am talking about the milk, reduced to 
powder. The pure milk. 

Mr. Rema.ey. It is in the same—as far as I know Canada has not 
bought any dry whole milk under their Government program. 
Maybe they have but I do not know. But their prices on exports 
are meeting the prices from Denmark and Holland. 

Senator ELLENDER. What is the difference in the prices between 
the two products? 

Mr. Remautey. Nonfat is worth 16 cents per pound. Dry whole 
milk is worth about 35 cents per pound. That is in bulk. 

Senator ELLENDER. I| understand. 

Mr. Remauey. We believe that the existence of this large amount 
of nonfat dry-milk solids in Government inventory and the necessity 
for reducing this inventory to the best advantage to the greatest 
number, present a serious problem of concern to the taxpayer, the dry- 
milk industry, and the Government. 

Any program to solve this inventory problem should (1) reduce the 
accumulation of additional inventories, and (2) reduce the amount 
of inventory now on hand. 

How can we reduce CCC inventories of nonfat dry-milk solids? 
Three general procedures for reducing these stocks are: (a) Selling 
back into commercial channels at (1) support prices, or (2) greatly 
reduced prices; (6) selling in export markets at current export prices; 
(c) Disposing to foreign countries at a greatly reduced price or on a 
gift basis. 

Neither of the first two procedures will solve the problem. 

The industry has no need for these stocks of nonfat dry-milk solids 
at any price at this time. The domestic economy does not and will 
not in the foreseeable future require these holdings. The selling 
of these inventories into the domestic economy at reduced prices 
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would require the Commodity Credit Corporation 
amounts at support prices. 

In regard to the selling of nonfat dry-milk*solids into export at 
current export prices, it can be definitely stated that if such a market 
existed industry would have gladly availed itself of this outlet. 

I might point out that in recent years we exported 30 to 40 million 
pounds of nonfat dry-milk solids. Today they have shrunk to approxi- 
mately 15 million pounds. This is on nonfat. We believe that there 
is only one solution. We believe that the inventories of nonfat dry- 
milk solids should be reduced by disposition{into foreign countries at 
greatly reduced prices or on a gift basis. 

But such a simple statement of the solution is inadequate and 
unrealistic. A number of things must be carefully considered, and 
there must be careful planning of procedures and great care in execu- 
tion if any plan is to work and yield all possible advantages. 

If a plan is well formulated and efficiently executed tremendous 
good will would result for the United States. An outstanding example 
of this fact was the wonderful acceptance and success of food distribu- 
tion into East Germany. 

We have had a number of reports from that East German distribu- 
tion. They are still coming in. People are clipping off the address 
from the carton, the label from the package, and putting it on an 
envelope and sending it back and complimenting the United States 
for the job it did. 

The American Dry Milk Institute realizes that there are several 
methods of disposing of the products abroad. But we are of the 
opinion that the most efficient and realistic plan to dispose of this 
surplus in such quantities and within such time as to be effective is 
one which would make the product available on a gift basis. 

We propose that the surpluses of nonfat dry milk solids be made 
available in suitable form to a Federal agency for distribution in a 
few carefully selected foreign countries, which hold promise of becom- 
ing commercial outlets. 

As I explained a little earlier we have a large number of countries 
that are producing both nonfat dry milk solids and dry whole milk. 
They likewise would like to export. They are competing with our 
export markets. If we can develop commercial outlets in these foreign 
fields it may gives us outlets for our own product into our own histori- 
cal markets. 

Senator Tarr. Would you venture a suggestion as to what country 
that might be? 

Mr. Rematey. Yes, sir; 1 do later on. There are several countries. 

1. Selection of recipient foreign countries: In the disposition of non- 
fat dry milk solids into foreign countries, the recipient countries should 
be those that have never been an historical market for significant 
amounts of nonfat dry milk solids from any country that exports dairy 
products. The countries selected should be those that are definitely 
know to have a deficient milk supply. 

Adherence to such a basis of selection should remove any opposition 
from those concerned with international relations and should cause 
no legitimate complaint from competitive dairy export countries. 

The countries selected should be from those which do not have 
sufficient food supplies and have not used milk and its products in 


purchase like 








GENERAL FARM PROGRAM 437 


their diets; but which may well become commercial outlets following 
planned distribution including education in the use of the product. 

Countries should be selected which have existing facilities for dis- 
tribution of the product or in which such facilities could be readily 
established. 

Many of these countries are part of the free world and are included 
in the vast populated areas of the Far East, Africa, and the Middle 
East, for example: Iran, Iraq, Greece, Israeli, Pakistan. These are 
simply examples and not intended to be exclusive. 

These countries do not have sufficient foreign exchange to purchase 
milk at world prices, yet their malnourished populations are in need 
of nutritious foods such as nonfat dry milk solids. 

2. The nonfat dry milk solids should be repackaged: The inven- 
tories of Commodity Credit Corporation are almost entirely in units 
of 200 pounds. For the most part this product should be repackaged 
in small family size packages easily usable and storable in the home. 

In order that the plan be effective, (a) only “extra’’ grade spray 
process nonfat dry milk solids should be repackaged. 

Senator Toyz. What would be the expense of repacking? 

Mr. Rematey. We estimate, including the cost of freight to a 
port of export, about 8 cents a pound. 

Senator Tuyr. And that is your nonfats, dry solids? 

Mr. Rema.ey. Yes, sir 

Senator Toye. And the original cost of that is what? 

Mr. Rema.ey. Sixteen cents 

Senator THyr. So it would cost you one-half again before this 
product was in condition to be shipped abroad? 

Mr. Remaey. That is right, sir. 

Senator Taye. That would still make it pretty expensive? 

The CuarrMan. It would make it expensive but, looking at the 
list of countries, you are pretty nearly going to set up a milk powder 
curtain right along the Iron Curtain. If that were done with some of 
our surplus commodities it could possibly have an effect all around 
similar to what it has had in East Germany, which I understand 
from every point has been good. 

Mr. Rematey. It has been excellent. 

Senator Tuy. It certainly has been. I wholly agree with you as 
to your suggestion on these countries and think it would be most desir- 
able. It would not be and could not be classified as dumping and 
thereby destroying the market for some other nation. Take Pakistan 
as an example—I will speak with some little knowledge of that—I 
know very well that there are just thousands and thousands of refugees 
just crowded right in there, living on top of one another practically. 
What they live on, I would not know. 1 walked amongst all of them 
in those various refugee persons camps. If they were to ship food in 
from any of the foreign countries they could not pay for it, 1 do not 
believe. 

Therefore, you could give it to them just as we made the wheat 
available. As Senator Aiken said, you would have a milk curtair that 
would be just as effective as the [ron Curtain is, if not more effective, 
because you would have the heart of the people with you whereas the 
Iron Curtain is just the will of some men over others that holds them 
in line. 
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Mr. Remavey. That is right. 

Senator Tuye. | wholeheartedly agree with you. 

The Cuarrman. How many pounds of powder can you get from a 
hundred pounds of milk? 

Mr. Rematey. Eight, sir. As you will notice, Senator Thye, there 
are two parts to this program. The one is the distribution of the small 
package and the other is distribution in bulk. 

The CHatrman. The President’s program requested authority to 
repackage this, and I think he had reference to powdered milk as one 
commodity, and also smaller packages, I believe, of grain and possibly 
other things. 

Senator Tuys. The repackaging, and having the package properly 
labeled, would leave no doubt as to who got it and from where it came 

Mr. Rematey. That is right, sir. We specify that. 

The CuHarrMan. It would be a little difficult in having it identified 
in some of the countries that you have named. 

Mr. Rematey. Yes, sir. 

The CHarrMan. I do not believe they would attempt to relabel it 

Mr- Remautey. We would have to label it here, I believe. In orde: 
that the plan be effective, we recommend that only extra grade, 
spray process nonfat dry milk solids should be repackaged; (6) instruc- 
tions as to proper use of the contents should be printed in the language 
of the recipient country; (c) the label should show that the contents 
originated in the United States. 

It is realized that some countries could have a bulk-pack program 
for distribution : mass feeding groups such as displaced persons 

camp, hospitals, Government institutions, and for reliquification in 
reconstitution plants for direct distribution to the public. 

In other words, there are two facets to it. One is the home package, 
family-size package to get into the home and the other is to utilize 
the bulk product wherever possible through reliquification. 

Third, cooperation of United States foreign representatives: We 
believe it is essential to have this cooperation. Those United States 
representatives in the field of foreign operations and relations should 
be directed to aid the success of such a distribution program and con- 
tribute to the health and well being of the population in the country 
to which they are assigned by (a) securing cooperation from the 
Government and its interested departments in the foreign country of 
their assignment; (6) aiding educational programs as to the need and 
proper use of the product; (¢) making the proper distribution and 
utilization of the products received one of their major projects. 

Legislation needed: The American Dry a Institute believes 
that those in the executive branch of the Government who have 
responsibility in the matter of disposal are fully aware of the necessity 
for action. 

We are not as intimately familiar with what has been done to date 
as are people in the Department of Agriculture and the Foreign 
Operations Administration. 

It is our information however, that the disposal programs now in 
effect have been responsible for removing about 200 million pounds 
in the last 12 months. These programs, even if continued at the rate 
at which these disposals have been effected, are not of the magnitude 
to solve the problem. 
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Our concern is that the job be done effectively, efficient tly and eco- 
nomically. We are not here to further the interest of any particular 
agency, Government or private. As a matter of fact, it is our feeling 
that there may be an opportunity for complementary action by private 
welfare organizations for use in the assistance of needy persons outside 
the United States and Federal agencies 

The amendment to section 416 — ained in the bill provides that 
upon application, the Commodity Credit Corporation is authorized 
to make such commodities avails ‘ble to any Federal agency for use in 
making payment for commodities not produced in the United States 

We believe that Commodity Credit Corporation should also be 
authorized to make such commodities available to a Federal agency 
for use in the assistance of needy persons outside of the United States. 
Accordingly, we would suggest that on line 11 after the word “organi- 
zations,’’ there be inserted the words “or any Federal agency 

The amendment to section 416 also provides for the authority to 
Commodity Credit Corporation to pay certain processing, packaging, 
and transportation charges. This is an essential feature of the amend- 
ment since the proposed program which will remove substantial 
amounts of nonfat dry-milk solids will not be possible unless such 
charges are authorized. 

However, to make the program completely effective, the section 
should also be amended to permit the payment of ocean freight 
by substituting for the words, “free alongside ship or free on board 
at export carrier point of export,’’ the words “‘to countries of desti- 
nation.”’ 

By so doing, Senator Thye, that would increase the cost from 8 
cents to an estimated 10 cents per pound. 

The CuarrMan. I think that it was assumed that any cost of ocean 
shipping would be borne by some other agency of Government, was it 
not, Senator Thye, and not be charged to the Commodity Credit 
Corporation? 

Senator Toye. That is what I had in mind. 

The CuarrMan. To be taken over at shipside by FAO, or some other 
agency. 

Mr. Rematey. One of the problems we have had in the disposition 
of these surpluses is that agencies will agree to take the nonfat dry- 
milk solids in bulk, but then when it comes to dollar exchange to get 
them from the warehouse point to shipboard, and then from ship- 
board to overseas, that is when they get into trouble. 

They do not have even that m: iny dollars. 

Senator Toyz. They do not have the means to take care of that 
dollar outlay to get them across or even in their own vessels. They do 
not have the money to pay the freight on their own vessels, so that 
you would have to do it. 

There was a thought that some other Federal agency or some 
organization handling food relief to foreign countries, where they get 
contributions to finance themselves, could handle that. That is one 
reason for this language in the bill. 

Mr. Rema.ey. So long as it gets overseas, that is the main thing, 
sir. 

Senator Tuyt. I know that last December, in Karachi, they were 
unloading a cargo of wheat at the time that I was there. I was right 
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aboard the ship. It seemed to me the natives who were taking it 
away by carts drawn by camels or donkeys just could not sing the 
praises of the United States Government high enough for what we 
were doing there to relieve the hunger and the misery. 

When you saw those thousands and thousands of refugees sitting 
around, massed in blocks upon blocks of little temporary huts of all 
kinds and children by the hundreds so that you could hardly walk 
through those refugee villages, then you realized what you were faced 
with in trying to feed and care for them. 

The CuairMan. Did they look as if they could use some milk? 

Senator Toye. I thought to myself that here we sit and let this 
problem of surplus foods become a political football that we kick back 
and forth from one corner of the Nation to the other; and there those 
poor people sit in dire poverty and hunger and misery. If they could 
just walk in and help themselves to some of these surpluses, what a 
blessing it would be to them. 

That is one reason why I think it is so important that we put some 
language in the bill that would permit the administration to go out 
and aid some of these people. 

Across the harbor from Hong Kong I saw them up against the 
mountainside by the thousands, carrying their water 2 or 3 miles in 
improvised carts in order to get it into the refugee camps. 

Mr. Rematey. There is attached to our filed statement a revision 
of section 203 (a) of the bill embodying our recommendation, and 
some statistical tables which should be of interest to the committee 
in considering this problem. 

(The documents referred to are as follows:) 


ProposED AMENDMENT TO SECTION 203 (a) oF S, 3052 


Sec. 203 (a). Section 416 of the Agricultural Act of 1949, as amended (7 
U.S. C. 1481), is amended to read as follows: 

“Sec. 416. In order to prevent the waste of food commodities acquired through 
price-support operations by the Commodity Credit Corporation which are found 
to be in danger of loss through deterioration or spoilage before they can be dis- 
posed of in normal domestic channels without impairment of the price-support 
program, the Commodity Credit Corporation is authorized, on such terms and 
under such regulations as the Secretary may deem in oe pic interest: (1) Upon 
application, to make such commodities available to any Federal agency for use in 
making payment for commodities not produced in the United States; (2) to donate 
such commodities to the Bureau of Indian Affairs and to such State agency or 
State agencies as may be designated by proper State authority and approved by 
the Secretary, for use in nonprofit school-lunch programs, in the assistance of 
needy persons, and in State penal and corrective institutions; and (3) to donate any 
such commodities in excess of anticipated disposition under (1) and (2) above to 
United States private welfare organizations or any Federal agencies for use in the 
assistance of needy persons outside the United States. The Commodity Credit 
Corporation may pay, with respect to commodities disposed of under this section, 
processing, packaging, transporting, handling and other charges accruing up to 
the time of their delivery to a Federal agency or to the designated State agency, 
in the case of commodities made available for use within the United States, or 
their delivery to countries of destination, in the case of commodities made available 
for use outside the United States. For the purposes of this section the terms 
‘State’ and ‘United States’ include the District of Columbia and any Territory or 
possession of the United States.” 
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CCC inventory,! Jan. 1, 1950 to 1954, inclusive, including latest figure available 












Date | Amount 













Dec. 29, 1950 $203. 700, 600 
Dee , 1951 «5, 215, 000 
















Dec. 26, 1952 48, 600. 000 
Dee. 31, 1953 422, 269, O48 
Mar. 3, 1954 503, 700. 000 






t Weekly Communications from Commodity Stabilization Service, U. 8. Department of Agriculture 


Nonfat dry milk solids! (human food only 






[Pounds] 





| 








| | Civilian |} Civilian 
Production | Total aleda Production Total a 
Year (human Disap- ty Year (human disap- eapt + 
» “oo | . 00d) earance r 
food) | Pearance) ump. food pearance | gimp. 
| | tion tion 
























Thousands | Millions Thousands Millions 
1935... 187, 531 | 201 1.6 || 1945 642, 54¢ 689 1.9 
1936... -| 223, 827 | 228 | 1.7 || 1946... 653, 465 678 3.2 
1937... 244, 511 247 | 1.9 || 1947... 677, 941 710 | 2.9 
1938... | 289, 121 282 2.1 1948... 681, 532 655 | 3.3 
1939... 288 | 2.1 || 1949.. 934, 934 701 3.2 
1940... 305 | 2.2 1950_.. 881, 492 7889 3.6 
1941. 5 | 370 | 2.4 || 1951__. 702, 465 3877 | 4.2 
1942... | 489 | 2.5 |} 1952 | 4 863, 379 4.6 
1943... 509, 620 539 a | 1953 4 | 41,200,340 54.2 
1944... ’ 582, 912 | 518 1.5 } 
| | 








1 Compiled from U. 8. Department of Agriculture Dairy Statistics and Related Series. 

3 Excludes 10 million pounds sold domestically by U. 8. Department of Agriculture for animal feed. 
3 Excludes 17 million pounds sold domestically by U. 8. Department of Agriculture for animal feed. 
4U.S. Department of Agriculture Milk Production on Farms, 

$ Preliminary. 






4-year comparison of the domestic sales of NDMS by end use! 





[Millions of pounds} 








; er. : Per- Per- , Per Million Per 
Ss 5 rales | : Sales 
| Sales cent ale cent cent m cent pounds cent 











Total domestic 
non-Government 
use 























Bakery ; 6 - rr 
Dairy 2 100. 5 21.6 | 106.5 19.3 | 149.0 25 ] l 23 £6. 1 4] 
Meat processing 34.4 7.4 ‘8.3 | 10.6 58. 8 9.9 9 12 | 14.4 
Packaged for home use 6.0 1.3 30.0 5.5 58.8 9.9 2 12 4.93, 4 19.8 
Prepared dry mixes , 12.6 2.7 19.8 3.6 19.0 2 29. 4 { 0.4 ‘ 
Confectionery . 6.0 1.3 9. 7 1.8 16. 6 2.8 14.7 2.2 ) 1.4 
Soup manufacturers 5.6 1.2 8.0 1.5 1.2 7 f } +1.8 12.9 
Chemicals, pharmaceuti- 

cals 1.4 ; 3. 4 6 4.8 
Institutions . 2.8 t 2.3 1 1.2 2.9 4 +1.7 | +141.7 
Soft-drink bottlers. _. 3.7 8 7.5 1.4 2.9 2 1 0.4 13.8 
Animal feed ___. 6.0 1.3 7.1 1.3 7.1 1.2 11.4 1.7 +4 60. 6 
All other uses P 4.8 1.0 5.9 1.0 4 1. 4 1.4 









! 1952 Census of Dry Milk Distribution and Production Trends, The American Dry Milk Institute, Ine, 
Chicago, Ill., 1953. 
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Domestic sales and percentage of total sales of NF DMS by end use! 







[Millions of pounds] 


Percent 




















Total domestic non-Gov Confectionery 15, 2 2. 
ernment use 2690. 1 100 Soup manufacturers 6. 2 ) 
Chemicals, phar wceuticals | 
Bakery 275.3 39.9 Institutional 30 { 
Dairy 160. 1 23. 2 oft drink bottlers 2.6 1 
Meat processing 87.6 12.7 Animal feed 11.8 1.7 
Packaged for home use 84.9 12.3 All other uses 9.7 1.4 
Prepared dry mixes 30. 3 4.4 





1 Revised from 1952 Census of Dry Milk Distribution and Production Trends, the Ar 
Institute, Inc., Chicago, Ill., 1953 
2 In accordance with revised production figures 


erican Dry Milk 












Production nonfat dry-milk solids, selected foreign countries 





{1,000 pounds] 







1948 1950 





Denmark !__. 7, 485 











4 10, O66 5. BER 
Netherlands 42, 247 60, 554 31, 806 2 39, 398 
Sweden , 42 7,818 6, 689 29, OOF 
Canada ‘4 4 64. O26 61,876 $51, 558 351. O65 32. 260 
Australia 4 19, 264 26, 432 


New Zealand 5 





5, 218 






1 Includes condensed milk 
2 Files, Foreign Agricultural Service, USDA, 
‘Dairy Factory Production, Report No. 12, Dominion Bureau of Statistics, 1950, serles XX; 1951 
1952, series X XI 
4Commonwealth Bureau of Census and Statistic 
’ New Zealand Dairy Board. 










Exports Nonfat dry milk solids,' 1952, by countries 








Country of destinatiorz Quantity Country of destinatior Quantity 


















Japan 


















Canada 67, 500 Guatemala 1, 194, 47 
Venezuela 397, 561 Haiti 1, 08 
Italy 219, 045 Dominican Republic | 20, 250 
Yugoslavia 2, 865, 562 Netherlands Antillk | 4 
Lebanon 3, 206, 387 Iran 2, 400 
Israel Palestine 20, 100, 895 Philippine | 42, 060 
Peru. 385, 641 Korea Ms, 2 
Other Countrie D 


02, 71 Total.... 
Honduras 





1U, 8. Department of Commerce 


, United States Exports of Domestic and Foreign Merchandise, Rept. 
No. 410, pt. 1. 


















The CuarrMan. I think it is a 
Mr. Remauey. Thank you, sir. 

The CHarrMAN. Are there any further questions? 

Senator Tuyr. No, sir. 

Mr. Rematey. I| certainly appreciate the opportunity of appearing 
before you. 

The CHatrMAN. We have five witnesses for tomorrow. Should we 
hear one now? 


very good statement, Mr 


. Remaley. 
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Senator Toye. I would be delighted to. At 10 o’clock tomorrow 
I must go to another appropriations hearing. 

The CuHarrMan. We will hear Mr. Gordon Sprague, of the Western 
Condensing Co. 


STATEMENT OF GORDON W. SPRAGUE, WESTERN CONDENSING 
CO. APPLETON, WIS. 


Mr. Spracus. I am Gordon Sprague. Let me say that I will not 
read all of this. I am talking on a subject on which there is not much 
information. ‘The Government sources are very meager. I have put 
tovether a lot of data which I think should go in the record, because 
you will not find it elsewhere. 

The CHaAarrRMAN. Without objection we will put your statement as 
you prepared it in the record, and you will proceed from there. 

(The statement is as follows:) 


STATEMENT OF GorDON W, SpraGue, WestTeRN CoNDENSING Co 


AppLetron, WI1s. 


My name is Gordon W Sprague I work for the Western Conde nsing Co 
This company has offices in California and Wisconsin I live in Appleton, Wis 
We wish to thank you, Senator Aiken and members of this Senate committee, for 
the opportunity to present some facts about whey and milk sugar. The Western 
Condensing Co. buys whey from cheesemakers Water representing about 93.5 
percent of the whey is removed The remaining dry solids are recovered as milk 
sugar and whey solids. Other manufacturers using their own whey byproduct, 
or whey purchased from others, are engaged in the same business “We estimate 
that in the United States 92 companies, operating 196 plants, are engaged in the 
production of whey products including milk sugar. 

This statement is made to show that whey is a dairy product We ask that the 
Congress take appropriate action to identify whey and the products of whey as 
dairy products. We need this identification to protect our section of the dairy 
industry from excessive imports. We also need protection from Government- 
owned surpluses of drv skimmilk which may later invade our market. 

Our specific request for legislation is as follows: 

Amend the Agricultural Act of 1949, title LI, section (c), by adding one of the 
following: 

Suggested amendment I 


tecognizing both the contribution of manufactured whey products to farm 
prices for milk and the alternative cost of whey disposal in the absence of the 
utilization of whey for manufacturing, the products of milk manufactured 
from whey shall be given the same consideration as is given to the products 
of milk manufactured from skimmilk; 
Or— 
Suggested amendment II 


In recognition of the contribution of manufactured whey products to the 
price which farmers receive for milk and the alternative cost of whey disposal 
in the absence of manufacturing utilization of whey, the Congress considers 
whey to be a product of milk. It is not the intent of Congress that any 
program with reference to milk, or butterfat, shall demoralize, or interfere 
with production and marketing of the products of whey. 

We also wish to repeat our recommendation that the proposed amendment of 
section 22 m the Agricultural Adjustment Act made by the National Cheese 
Institute, the National Creameries Association, and the Dairy Industry Com- 
mittee, be enacted into law. 

We do not wish to criticize the Department of Agriculture for their handling of 
surplus programs in the past. They understand the problems and have been 
careful and competent But the law is not clear with references to whey in that 
the intent of Congress is not specifically stated. This lack of clarity causes 
indecision. We are asking that the position of Congress be clarified 
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Whey is similar to skimmilk 


Whey is the liquid remaining after the coagulation of the curd in the manu- 
facture of cheese. In this respect it is similar to skimmilk, the liquid remaining 
after the separation of butterfat from milk. Whey contains about 6.3 percent of 
milk solids, or about one-half of the total solids originally found in milk. These 
solids are recovered, processed, and sold for both human food and animal feed. 


One product recovered from whey is the pharmaceutical known as Lactose (milk 
sugar). 






The importance of whey as a dairy product through which value accrues to dairy 
farmers 
Estimates were prepared for 1951. In 1952 milk sugar production declined, but 
production of dried whey and other products increased. Total utilization in 1952 
was approximately equal to that of 1951. 














Estimated utilization of whey 


Million 
5 f , pounds 
Dried whey production as reported by U. 8. Department of Agriculture 









(approximate) __- ‘ m — _ ed et i 140 
Estimated addition for whey dried with other products and not reported _ - 10 
Condensed whey production (solids basis not reported) eneee a8 78 
Milk sugar produced as reported by U. S. Department of Agriculture 

(approximate) __ Ne . 50 














Total, whey solids ad 4 ie dake t. eiiese 5 at 
Liquid whey required at 6.3 pounds solids per 100 pounds of liquid whey - 
Whole milk represented by liquid whey at 85 pounds of whey per 100 

is CME 6s Sadho o Sg deus AEs kesstd bes ot ... 5, 192 


All whole milk used in manufacturing in 1951 was reported as 51,437 million 
pounds. About 10 percent of all manufactured milk yields whey for further 
manufacturing. 

At 5,292 pounds per cow per year (1950 average) this whey represents milk from 
981,000 cows. At 6 cows per farm this is 163,500 farms. 















The manufacturers’ problem 


As we approach the new flush period for 1954 the price for dried whey is lower 
than at any time since 1942 and has been so for the past 11 months. But this 
price has not been low enough to clear supplies. 

Manufacturing and distribution costs since the war have increased even though 
outlays for plant and equipment to check rising costs have been large and very 
effective. 

Prices paid to suppliers of raw whey are the lowest in 15 years. In many 
instances whey has no value at all, a fact in the publication of which whey man- 
ufacturers take no pride. 

The narrowing margin of profit for dairy farmers has stimulated milk produc- 
tion. Each month a new record is set for milk. December cheese production in 
Wisconsin was 12.9 percent above December 1952, and for the total United States 
the increase was 16.7 percent. Wh«y supplies have increased proportionally. 

It is not good to refuse to purchase a cheesemaker’s whey. Pollution of streams 
with liquid whey is not permitted. Adequate treatment is required, but most 
cheesemakers do not have treatment plants. The whey manufacturers have 
provided a market for the surplus whey. But in doing so they have emulated 
the Commodity Credit Corporation in that they now have the largest inventory 
of record. But they cannot use the credit of the United States Government as a 
source of capital, nor a Government appropriation for paying storage costs. They 
are therefore limited in the quantity of solids they can carry in inventory. 

Competition from outside sources has developed, Large imports of fishmeal 
and milk sugar curtail markets. Dried skimmilk from CCC inventories also 
threaten. 

Realism dictates curtailed production. Continued purchasing of all the whey 
from the usual sources of supply will create an inventory at January 1, 1955, in 
excess of the inventory at hand. Relief from imports is not in prospect. We 
cannot reduce costs further without discharging loyal and needed employees. 
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Whey and skim milk products—A record of production 
Government action dominated the most recent 12-vear hi 


of dried products from skim milk and whey. The ma 
were due primarily to price controls and support, to pro 
import quotas, or their absence, and to the resulting Governm 
The management of these stocks now presents the most importa: 
the industry. 
Since both skim milk and whey have cash value to farmers, they should bot 
included in parity calculations for price support purposes t present skim mil 
through nonfat dried milk solids, is price supported by Government pur 


Whey is not supported 


In the prewar depression period dried skim milk was manufactured both for 
human food and for animals. During the war the demand for nonfat dried milk 
solids for human food was so strong that fixed prices were used to divert skim 
milk from animal feed. Manufacturers were asked, and were given financial and 
priority assistance, to convert their production to human food powder. Pro- 
duction for animal feed was therefore dropped sharply from 160 million pounds in 
1940 to a tenth of that by 1944. 

Similarly skim milk used in casein production was diverted, | a low price 
ceiling, to skim milk powder for human food. Casein producti dropped from 
47 million pounds prewar to about 7 million in 19538. Wi it import protecti 
after the war domestic casein failed to regain its lost ms t The market for 
skim milk through casein was thereby destroyed f \merican dairy farmers. 
This loss was roughly equal to 120 million pounds « | | 

To replace this diversion of skim milk powder from animal feed, production of 
dried whey was stimulated by War Food Administration recommendations to a 
level that reached 157 million pounds in 1947. 

Milk sugar production also was sharply increased by Government action because 
of its wartime need in penicillin manufacture and a growing und in prepared 
infant food products. As a result, milk sugar product 
pounds per year at the close of the war and remained at 
until again stimulated by the NPA program in 1951. 

This record shows that Government action has been 
of the present production position. Other aspects of this act 
without import protection, destroyed the casein industry. Makers of milk sug: 
dried whey, and some types of cheese do not have import protection. 

So much for the past. Present decisions can bring equal havoc to other parts 
of the dairy industry if their consequences are not evaluated in advance. With 
its current stocks of nonfat dried milk solids at unusual levels, the Government 
may become the principal competitor of producers of dried whey and buttermilk 
products. Manufacturers of these products cannot compete pricewise with the 
Commodity Credit Corporation. Furthermore the milk sugar defense base could 
be endangered because half of the liquid whey now used for manufacturing dried 
whey is in part desugared. 

Farmers who sell milk to cheese factories may get less for their milk while the 
farmers who sell to manufacturers of nonfat dried milk solids enjoy price supports. 


The injustice of such a course is obvious. 
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Dried skim milk and whey products produced, 1932-53 


[Million pounds] 


j 
Manufactured from 


| Manufactured from skim milk whey 


| 
| 


Dried j 
Nonfat Dried | butter- 


| 
dried | skim milk Dried | Milk 


: la | 
milk milk Casein | whey sugar 


i animal | 
solids food | 


1932 
1933 Jed eibted a eos Seed be 
1934 baba cde. nkhitiidscsvbtedbuliiaaies 9: 1100 | 
te sis pnitnasteinitapase allen 3 110 | 
1936 eee See ec ended 126 | 
1937 ; Bis. . bid f 128 
1938 a ‘ ; 9 | 160 | 
1939 ed j 141 | 
OE Silat ; ES ‘ 160 
1941_..._- eibisn Ste 36 110 | 
1942__. phastiogeser cits } 565 61 
1943 ant f 24 
1944... ; ae 583 | 16 | 
1945__. guess ‘ ; a 6A! 18 | 
1946....__- cae oadbbaed 553 | 14 
1947 22 
Ra 13 
1949 | 21 
1950__..__- ii 523 18 
ens intiat saghealens E : f | 14 
| 


1952 25 | 
TIUE.cccene 26 


1 Not reported prior to this date by the U. 8. Department of Agriculture. 


Note.— During the war years production of nonfat dried milk solids was 
stimulated by several means, including price guaranties and financing of 
plants to divert production away from skim milk for animal feed and casein. 
Price ceilings were used to discourage production of casein. 

Whey producers were encouraged to expand plant and equipment for 
increasing production for animal feed and milk sugar. 


The relationship of whey prices to the milk or butterfat support program 


Cheesemakers add their income from whey to their income from cheese and 
whey cream in determining the prices paid to farmers for milk. Milk sugar con- 
tributes value, through whey, to milk used for manufacturing cheese. 

Che following data were taken from the report of a Wisconsin cheesemaker. 
Reports like these are returned to patrons each month with the patron’s check 
to show the source of the cheesemaker’s income. Similar monthly reports ac- 
company payment for milk made by other Wisconsin cheesemakers. 


Factory price report 
a January 1953! June 1953 


Cents Cents 
Price per pound of cheese ; . 39. 38.8 34.9 
Whey cream, per 100 pounds of milk-. ; 21, 20. 1 17.3 
Whey, per 100 pounds of milk 7 8 
Price, per 100 pounds of milk, net. ; é 354 320. 6 


This accounting shows that the income from whey sales per 100 pounds of 
milk dropped 6.3 cents between December 1952 and June 1953. 

From the above it is clear that the value of whey has a direct relationship to 
the value of milk and the price-support program. Low prices for whey h 
reduced the return for milk by more than 5 cents per 100 pounds during 195: 
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Imports of fishmeal for feed 

Increasing imports of fishmeal have weakened the market for dried whey. 
At 230 million for the feed year ending September 1953, they were double the 
imports in 1950 and exceeded the imports in 1951 by about 100 million pounds, 


Imports Imports 
nillion (milion 
poune pounds) 
Feeding, year beginning October ‘eeding, year beginning October 
1946—47___- nee ) ‘ontinued 
lle : 3 1950-; ; 143 
1943-49... .... _—— 1951—52_ 360 


1949-—50__ aseta 1952-5: 230 


At 5% to 6 cents per pound, dried whey prices during 1953 were the lowest 
since 1940. These low prices checked the growing rate of fishmeal imports, but 
not enough to sell the volume of dried whey produced. Whey inventories 
increased. Now dried whey manufacturers must curtail production. 

In the present glutted market, the farmer pays the bill. He pays for the 
imported fishmeal in his animal feed. But he also pays the cost of whey disposal 
when manufacturers can no longer find a market. 


Price of dried feed whey, December 15, 1953 
1. Dried feed whey: Wholesale price, Chicago, carlots, per pound: 


Annual averages, 1944-53 


Cents Cents 
1944 ; ; 7.73 1950 sa & BA 
1945 6.57 1951 6. 64 
1946 — ; 7.93 1952 7. 61 
1947 . . 75 1953 6. 00 
1948 : ; 2: . 
1949 f 10-vear average O08 

2. Farm price data: 


Index of prices received by farmers, 1944-53 average 
Parity index, Dec. 15, 1953__- 


3. Calculations: 

(a) Adjusted base price of whey: Whey price divided by farm price index, 
7.08 divided by 255, or 2.78. 

(b) Parity price as of December 15, 1953: Adjuste 


vase price of whey multi- 
plied by parity index, 2.78 times 278, or 7 


1 
3 cents per pound. 


I 
. ‘2 . I 
4. Support price of whey at specified ratios to parity: 


Cents per 
pound 
Parity peiOso wb ok ccs ek cds é 7. 73 
90 percent of parity__-_-- ‘ Jott 6. 96 
85 percent of parity _---- ‘ ‘ 6. 57 
80 percent of parity 6. 18 
75 percent of parity___- j ‘ ; ; 5. 80 
5. Dried whey prices during the last 9 months of 1953 averaged about 75 per- 
cent of modernized parity. 
Milk sugar 
Imports of milk sugar are increasing. The productive capacity for milk sugar 
in the United States is shrinking. This capacity was established under the 
Defense Production Act. 
United States milk-sugar production 


Domestic production of milk sugar since the close of World War II is reported 
as follows: 





GENERAL FARM PROGRAM 


Milk sugar production in the United States 


(Thousand pounds] 


Reported by Reported by 
the U.8 Pettmata the U.S . 
Department a. —. Department s on aren 
of Agri- y produ at hawk ’y producers 


culture culture 


I ail 7 5, 568 1950 “ 39, 252 38, 080 


1946, 7 23, 000 |. 1951 a 50. 156 50, 501 


i cimns 17, 358 |. 1952 . 33, 645 33, 645 
1948 24, 415 |. 1953 (estimate) . 1 29, 000 
1949. ... 24, 033 


! This estimate of 29 million pounds for 1953 was prepared on the basis of production for the first 9 months 
of the year 


Declining production since 1951 is due to greater efficiency in penicillin produc- 
tion and to imports of milk sugar. 


Milk sugar imports 


Prior to World War II milk sugar was exported. Some was exported immedi- 
ately after World War II. Imports on a commercial scale started shortly after 
currency devaluation in Europe late in 1949. 

Imports 

Imports of milk sugar (thousand 

pou nds) 

an le ae ie t ; = Coneutiithyes ; None 
(ae aie it ci Bs cae aa in. Oe 
1951 Ss sail ceacenae ‘ 1, 592 
1952. ey = a , cones . 2, 968 
1953 (estimated) svat ’ eines 2, 600 


Imports for the first 11 months of 1953 were 228,000 pounds less than for the 
same period of 1952. 

Reliable information from foreign manufacturers show new facilities now under 
construction to produce milk sugar for the United States market in 1954 and 
thereafter. Such manufacturers in solicitation of customers point out that their 
costs are lower and they do not have labor difficulties such as strikes. Such 
manufacturers also draw their supplies in the form of whole milk from a small 
area and thus avoid assembling costs for raw whey. In the Central States, whey 
is assembled from long distances to sugar factories. The cost of transportation 
is a major cost. 


Essentiality of milk sugar 


When the new requirements of milk sugar for penicillin became known in 1948, 
& survey was made to determine what uses for milk sugar were nonessential, 
The requirements were found to be as follows: 


Estimated requirements for milk sugar, 1944 


(Thousand pounds] 


Minimum Maximum 


Infant feeding . 5, 5, 500 
Pharmaceuticals 3, 3, 500 
Penicillin 4, 7, 000 
Other uses (mostly military) | 500 


Total 


The conclusion was that all uses were essential and all uses were increased by 
war. The use for infant food was particularily essential, and was sharply in- 
creased by the fact that young women working in war plants placed infant children 
in nurseries where prepared infant foods were required. The need for penicillin 
was sharply increased as was that for other pharmaceuticals. As a result, milk 
sugar was placed under War Food Order 95, and all supplies were allocated. The 
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requirements since that time have increased, but the essentiality of uses has not 
changed. 

It does not seem reasonable in 1953 that an action should be taken which would 
make the United States dependent on Western Europe for milk sugar in time of 
war. A more reasonable approach seems to indicate greater dependence of 
Western Europe on both the milk sugar and the end products of milk sugar which 
are produced in the United States. Our milk sugar industry should therefore be 
maintained in as strong a position as domestic peacetime requirements will 
support. 

The industry is currently tooled and equipped to produce about 50 rnillion 
pounds per year. Raw materials are available’in ample supply. The building 
of foreign plants to supply the United States market represents waste. Further- 
more, experience has shown that the United States cannot depend on Western 
Europe for supplies in time of war. 


Section 22 action refused 


Since milk sugar is a product of milk the Secretary of Agriculture was asked to 
establish an import quota for milk sugar under section 22 of the Agriculture 
Adjustment Act of 1939 which says: 

“Whenever the Secretary of Agriculture has reason to believe that any article 
or articles are being, or are practically certain to be, imported into the United 
States under conditions and in such quantities as to 1ender, or tend to render, 
ineffective, * * * or to reduce substantially the amount of any product processed 
in the United States from any agricultural commodity, or product thereof, with 
respect to which any such program or operation is undertaken * * *.” 

Since milk is a product with respect to which a program was undertaken and 
milk sugar is a product of milk it seemed that an action under section 22 would 
solve the problem. The factual justification seemed ample. Imports have 
already reached 10 percent of domestic production and a much larger percentage 
is in immediate prospect. The Secretary of Agriculture, however, denied the 
request for a quota as indicated in the following letter 


[Copy] 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., October 27, 1958. 
Mr. Gorvon W. Spracup, 
Western Condensing Co., 
ippleton, Wis. 

Dear Mr. Spracue: The request contained in your letter of April 21 for 
restriction of imports of milk sugar (lactose) to the level of 1950, at the average 
of imports for the 5 years 1948-52, pursuant to section 22 of the Agricultural 
Adjustment Act, as amended, has received our careful consideration. We have 
made an investigation on the basis of the information submitted by you, together 
with other available data. Our investigation indicates that there is not sufficient 
justification for action under section 22. 

It also shows that, regardless of whether we restrict imports of milk sugar, 
there is no prospect of an immediate increase in prices of either dried whey or 
milk sugar that will result in a substantial increase in prices of liquid whey and 
in prices to producers for milk. Prices to cheese factories for liquid whey have 
declined during the past year and factories now are receiving little or nothing for 
it. This has caused a corresponding decrease in prices to producers for milk used 
in making cheese and liquid whey. All of the decline in price of liquid whey, 
however, apparently is accounted for by the decline in prices of dried whey which 
would not be increased by the proposed action 

The investigation discloses that a decrease in the quantity of liquid whey 
processed into dried whey and milk sugar, as a result of increasing imports of 
milk st.gar, would intensify the serious whey disposal problem and increase the 
whey disposal costs of many factories. There does not appear to be, however 
sufficient evidence to warrent action under section 22 on the grounds that these 
costs would in general interfere with the price support program for milk to a 
material degree. 

Sincerely yours, 
True D. Morss, Under Secretary. 


In denying the appeal for quota, the Under Secretary said, ‘The investigation 
discloses that a decrease in the qui untity of liquid whey processed into dried whey 
and milk sugar, as a result of increasing imports of milk sugar, would intensify 
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a serious whey disposal problem and increase the whey disposal costs of many 
actories.”’ 

The Under Secretary thus recognized the fact that failure to provide a market 
for whey not only removes a source of farm income, but actually imposes an addi- 
tional cost of whey disposal. 

Mr. Spracugs The Western Condensing Co. buys whey from 
cheesemakers. They take out about 93% pounds of water from every 
hundred pounds of whey and the rest is dried whey which is manu- 
factured for human food and for animal feed, mainly for animal feed. 
We also manufacture condensed whey. 

We have names and addresses of 93 firms comprising 196 plants 
which are in the same business. We are making this statement to 
show that whey is a dairy product. Nowhere in the record of the 
problems of the dairy industry that we can find has whey ever been 
mentioned. 

When we get into trouble and go down to the Department they say, 
“The legislative history does not give any indication that Congress ever 
intended that anything should be done for whey.” Therefore we are 
asking as a No. 1 thing that the Congress do something to recognize 
this product 

We are submitting here two proposed amendments and asking that 
you accept one of them. The first one I will read: 

Recognizing both the contribution of manufactured whey products to farm 
prices for milk and the alternative cost of whey disposal in the absence of the 
utilization of whey for manufacturing, the products of milk manufactured from 
whev shall be given the same consideration as is given to the products of milk 


manufactured from skim milk. 


I guess if one were to make that as an amendment to title IT and 
section 201, paragraph (c), that if you had a support price for nonfat 
dry-milk solids you would also have to have one for whey. At 
least of edible grade of the same quality. That might be true and 
you might sometimes want to do that. 

We wish to point out that whey is a byproduct from the manu- 
facture of cheese just as skim milk is a byproduct from the manu- 
facture of butter. That whey contributes to the farmer’s income in 
just exactly the same way that skim milk contributes to the farmer’s 
income, although the amount of money is less. 

We believe—that if you are going to have a price-support program 
and if you expect to set prices for products which will yield 90 percent 
of parity for either butterfat or milk, you cannot overlook the fact 
that there is a contribution from whey which may be big or small or 
may, as at the present time, be entirely washed out. 

Our alternative proposal is this: 

In recognition of the contribution of manufactured whey products to the price 
which farmers receive for milk and the alternative cost of whey disposal in the 
absence of manufacturing utilization of whey, the Congress considers whey to be 
a product of milk. It is not the intent of Congress that any program with 
reference to milk, or butterfat, shall demoralize, or interfere with production and 
marketing the products of whey. 

Here we can get right down to the things which Mr. Williams was 
saying this morning. It is proposed that the nonfat dry-milk solids 
shall be used in animal feed. I should like to turn to page 6 of this 
statement where there are some statistics, some of which will not be 
found any other place. 
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There is the historical record of increased production of nonfat dry- 
milk solids, stimulated through the war, and all of the programs with 
reference to that which we have had. 

In the second column you will find that a large portion of that in- 
crease was taken directly out of the production of skim milk powder for 
animal feed. But you will also notice that even at that date, at the 
beginning of the war, we were producing 100 million pounds of dried 
whey a year, and there was in increase, a sharp increase, in whey 
production to take the place of dried skim milk production which 
was taken out of animal feed, and we have letters in our records from 
the Secretary of Agriculture and others urging us to raise our prices 
and build more plants and to get into this whey business to fill this gap. 

Senator Tuyrr. There were two steps there. First the encourage- 
ment to divert to cheese in order to produce the high protein food 
which was nonperishable and could be shipped overseas for the food 
needs of our allies and the troops. When you stepped up your cheese 
production, you had a greater amount of whey on your hands to pro- 
cess. As a result there was greater need for condensation or powder- 
ing of the whey. 

Mr. SpraGcue. Yes, sir, and, Senator Thye, we built a whey plant 
and some feeders in the State of Minnesota. 

Senator Tuyr. I was in the department of agriculture in Minnesota 
at the time. We had all the creameries directly under our supervision 
in the inspection department. ‘Therefore, I just lived in this for all 
that period of time. 

Mr. Spracue. There is another thing which is a byproduct of all of 
this, and that is this casein story. I cannot talk without saying 
something about casein. The history of casein is such an excellent 
indication of what happens when you start juggling parts of this dairy 
program around and not take into account the rest of it. 

You had a casein industry in the United States. There was a 
domestic production of over 40,000,000 pounds a year and last year 
it was only 7,000,000 pounds. 

The import situation has completely killed off the casein industry, 
so that the casein plants in the country today are skeletons. They 
are being junked. There may be 1 or 2 left, but most of them are 
gone. ‘That reduction in casein production amounts to the equivalent 
of over a hundred million pounds of nonfat dry-milk solids. 

The Cuatrman. Why did we produce more casein during the 
depression years? 

Mr. Spracus. That casein was produced mainly for paints and 
paper sizing. I do not know why. Probably I do. I had never 
thought about it. But as our milk prices were very low in that 
period —— 

The CuHarrMan. Milk prices were down to nothing. 

Mr. Spracue. That is right. Our domestic producers were able to 
compete with imports better. But no import quota protection has 
been given the casein industry since the war. The milk was diverted 
from casein during the war just as it was from skim milk powder over 
to nonfat dry milk solids, and in the case of casein it never went back. 

But the important thing to me is this ‘‘7’’ down here which I look 
at and shudder because I wonder if we are heading for the same spot. 

The CHarrMAN. You mean whey processing? 
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Mr. Spracue. Yes, sir. Because when you start talking about 
taking this tremendous inventory of skim milk powder and putting 
it back into animal feed you are putting it right back into the market 
which we have had for 20 years and which we built up. 

Senator Toye. You have done some excellent research in that 
particular field. 

Mr. Spraaue. Yes, I think we have. 

Senator Turn. The mere packaging of that, where you put it up 
in that semisolid, and then cut the hole in it and put that package 
right into the poultry houses and let the poultry help themselves 
like a “‘cafeteria,”’ is excellent. 

Mr. Spracue. We are not alone. 

Senator Toyz. That in itself has brought about a great consump- 
tion that you otherwise would not have had. 

Mr. Spracue. Yes, sir, that is a nice market. 

Senator Ture. I say you have progressed in that field by putting 
it in packs and offering it on the market in a form that has sold 
itself. 

Mr. Spracue. It does not sell itself. 

Senator Ture. You have sold a lot of it in exactly that manner. 

Mr. Spracue. That is right. 

Senator Ture. You have sold a lot of it that you would not have 
sold if you had not so packed it. 

Mr. Spracue. On page 3 we have some estimates which we have 
built up, using Government numbers and our own and others we could 
get to show how important this whey industry is. We show that 10 
percent of all of the milk used in manufacturing of all the products 
contributes whey which gets into some whey products, and that is a 
tremendous base. 

If you weaken the market for whey you have in effect torn some of 
the legs out from under the whole structure of milk pricing. We 
think that is one reason why in the last year it has been impossible to 
keep the price of manufactured milk up to 90 percent of parity. We 
think there is considerable contribution right here because we always 
paid for whey. We have a policy in our company which says we 
never take it for nothing. 

We know of instances where that has been true. We have always 
said we would like to pay for it, and at least maintain that much 
dignity for our industry as is possible. We have that down to such 
a thin margin right now that we are only paying 1 cent a hundred 
pounds. Ido not know how much dignity we have left at that level. 

The CuarrmMan. How much solid do you get from a hundred 
pounds of whey? 

Mr. Spracur. About 6.3 pounds. I have a little statement here 
about the problems we have in the markets and I would like to read 
that. As we approach the new flush the price for dried whey is lower 
than at any time since 1942 and has been so for the past 11 months. 
But this price has not been low enough to clear supplies. 

In other words, the price of whey at 5% to 6 cents a pound during 
the last year is the lowest price since 1940 and we are still accumulating 
inventories. 

Manufacturing and distribution costs since the war have increased 
even though outlays for plant and equipment to check rising costs 
have been large and very effective. I have heard that question 
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tossed around here just a little by others as to what this increase in 
cost amounts to. I would like to say for ourselves that before the 
war we could deliver whey in carlots anywhere in the Mississippi 
Valley for about 4 cents a pound. That is, dried whey, in a package 
delivered to a customer. Today we are getting 5% and 6 cents a 
pound. But every one of our cost factors has more than doubled. 

Our break-even point has gone up orly about 50 percent. I think 
we have been very efficient and I believe that that same picture extends 
clear across the milk industry, as I know it. 

We have done that kind of a job. To that extent we are not open 
to some of the criticism that we read about ourselves. 

Prices paid to suppliers of raw whey are the lowest in 15 years. 
In many instances whey has no value at all, a fact in the publication 
of which whey manufacturers take no pride. The narrowing margin 
of profit for dairy farmers has stimulated milk production. That 
question is raised many times. It seems to me certainly that if you 
look at the year 1953 you are faced with the fact that lower prices 
stimulated production. How long that will go on is another matter. 
But for the year 1953 it is very plain. 

The CuatrMan. You stimulated production and lowered the price. 

Mr. Sprague. I think the price went down of its own account, 
and production went up. We can argue which was first, the egg or the 
chicken. 

In any case, in December cheese production in Wisconsin was 12.9 
percent above December 1952, and for the total United States the 
increase was 16.7 percent. Our whey supplies stare us in the face, and 
they are of that same category. 

It is not good to refuse to purchase a cheesemaker’s whey. Pollu- 
tion of streams with liquid whey is not permitted in the State of Wis- 
consin and I think in many other States. Adequate treatment is 
required but most cheesemakers do not have treatment plants. The 
whey manufacturers have provided a market for the surplus whey. 
But in doing so they have emulated the Commodity Credit Corpora- 
tion in that they now have the largest inventory of record. But they 
cannot use the credit of the United States Government as a source of 
capital, nor a Government appropriation for paying storage costs. 
They must, therefore, limit the quantity of whey they purchase. 

In addition to this, competition from outside sources has developed. 
Large imports of fish meal—I have a table here which shows that; 
it is a shock and milk sugar imports curtail our markets. Dried skim 
milk from CCC inventories threatens our markets. It did in 1950 
and it is doing it now. The rumors are that there will be large quan- 
tities, which I hope is not true. This is one of the reasons why I 
am here. 

Realism dictates that we curtail production. Last fall we shut 
down our plants in Minnesota. In January 1953-—I am talking about 
the company I work for now, I do not like to put these things in 
the record, but I think you should know. Others may be doing the 
same.—We discontinued the purchase of whey from 47 factories in 
Wisconsin during January. We usually purchase whey from 350 
to 400 factories in Wisconsin. 

In order to discontinue or cut down production further we are 
ourselves dropping today 3 million pounds a day of whey which we 
have purchased. It is much better for us today to throw that liquid 
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whey into the river. At this time of the year when there is a lot of 
water in the river it does not do much damage. 

Senator Tuyn. Are there not a lot of hog feeders who will come and 
take that? 

Mr. Spracue. No. I know that is a common idea—— 

Senator Tuyr. No, it is not a common idea. It is just plain com- 
monsense, because a man can go and get that whey and it contains 
salt and the milk solids and fat. You and the hog producer have 
always been in competition for that whey and vou know it. 

Mr. Spracur. We have never been able to take whey away from 
the hog. We cannot do it. If the hog is there, they will not sell us 
the whey. 

Senator Tuyr. Except that the dollar will take it away. Any 
time you bid with a dollar it will take it. You cannot take it without 
the dollar. 

Mr. Spracue. The only place we can buy whey is where there are 
no hogs to begin with. 

Senator Toys. I know, but you do not have many places where 
you are getting whey where there are not any hogs. 

Mr. Spracue. I would say as a general rule, Senator Thye, every 
cheese factory from which we buy whey in the State of Wisconsin 
sends about 20 percent of the whey they have back to the farms to 
the hogs. But when you get north of the Corn Belt these farmers do 
not have many hogs. When you get north of the Corn Belt there is 
a tendency for them to produce more milk and there is more whey, 
and you cannot haul it very far. 

The hogs will always get their share before we can buy it because 
as you say that does ma ‘ke sense. 

Senator Ture. Yes, sir. 

The CuHarrMaNn. You figure, Mr. Sprague, that a hog could not 
pay less than a cent a hundred if he tried. 

Mr. Spracue. We have curtailment programs in effect in the 
States of Oregon, Washington, Idaho, Ohio, Kentucky, Tennessee, 
and New York, where we have either cut off sources of supply or are, 
for a temporary period during the spring, just dropping it overboard 
because it is cheaper to dispose of it than it is to get it in storage and 
have to hold it for 3 or 4 years. 

On page 7 of my statement I have records taken from the books and 
records of one of our principal whey suppliers in Wisconsin. In the 
month of December 1952 we paid enough for whey so that 7.1 cents 
a hundred pounds of milk which he purchased from his producers 
was returned to the farmer. 

By January 1953 the surplus was beginning to catch up with us and 
we began to cut our price. I suppose we paid him 3 cents a hundred 
that month because he paid back 2.6 cents, and that is about the way 
it works out. Out of a hundred pounds of milk we buy about 85 
pounds of whey. 

So by June of last year, when we got down to paying only 1 cent a 
hundred for whey, he was only paying back 0.8. So there is a little 
over 6 cents a hundred pounds lost in the price of manufacturing 
milk, your parity price, which the cheese factories were unable to 
pass back to the farmer in that period due to whey alone, and there 
never has been a time in the history of our company as I have known 
it when we have paid so little. 
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The bottom table on page 7 shows the imports of fish meal. You 
can see what a shock it turns out to be when you are running along 
with imports in the neighborhood of 100 million pounds in 1948 and 
1949 and all at once they jump up to 360 million pounds. Here is the 
material coming in from abroad which takes our market pound for 
pound. ‘There is no question but that contributed to the problem. 

On page 8 of my statement I did some work with prices. That 
table shows the average annual price for whey for a period of 10 years, 
and J calculated a modernized parity. The percentages are at the 
bottom of the page. You will see that for 1953 we had an average 
delivered price of 6 cents a pound. 

The price in the first months were higher. It averages out for the 
last 8 months of the year at around 5% cents a pound. If you look at 
the bottom of the page you will find that 5.80 represents modernized 
parity for our product at 75 percent of parity. 

At that level we have accumulated inventories this year. We have 
not been able to keep ahead of them. And that is the lowest price 
since 1940. 

The last time I was here, Senator Aiken, I talked about milk sugar. 
I want to say now that we endorse entirely the amendment to section 
22 which has just been proposed by Mr. Reed. We made an applica- 
tion for an import quota under section 22. 

We believe and were assured that we met all the requirements 
under the criteria for section 22 excepting one word and the word is 
“material.”” They said that the whey did not contribute materially 
to the price of manufacturing milk, therefore our application was 
denied. 

We have evidence that new plants are now being built in Nether- 
lands to manufacture milk sugar for this market. We know that is 
true. 

There is one thing, however, in denying our petition—in the first 
sentence of the third paragraph—we read: 

The investigation discloses that a decrease in the quantity of liquid whey proc- 
essed into dried whey and milk sugar, as a result of increasing imports of milk 
sugar, would intensify the serious whey disposal problem and increase the whey 
disposal costs of many factories. 

On the basis of that and what we know about it, we say that al- 
though the price for manufacturing milk will be decreased by the 
decline in the price we pay for whey, that is not all of it, because the 
cheesemaker has to find some other disposition which in some in- 
stances requires the production of a disposal plant, he has a cost in 
addition to the loss in price. We believe that that will add up as a 
minimum over the long run to somewhere in the neighborhood of 10 
cents a pound. 

That is all that I have to say. 

The CHarrMAN. We thank you, Mr. Sprague. 

Are there any further questions? 

Senator Tuye. I have none. 

The CuHarrMan. If not, we'll stop as we have had quite a long day. 

Mr. Wentworth? 

Mr. Wentwortu. Before you close for the day I would like to make 
this request: There were two questions which came up for discussion 
this forenoon. One was with regard to the estimated cost of the pro- 
posals which we made, and the other with regard to the return to the 
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producers of the support price. We would like, if you see fit, to have 
the record kept open for a short time and see if we can, with these high- 
powered and competent witnesses who have been here, together de- 
velop the answers to those questions. 

Then after that is made if you would care to call any of them back 
to discuss the matter with them I am sure they will be glad to appear. 

The CHarrmMan. We will be glad to have you submit any explana- 
tions that you wish to the committee for our consideration. 

Mr. Wentworth. | think we can get those in within a couple of 
days. 

The CHarrMAN. They were good questions. 

Mr. Wentwortu. They were, and they were not prepared to answer 
them. 

(The statements are as follows:) 


THe Datry INpustry CommMITresr, 
Washington, D. C., March 18, 1954. 
Senator Grorce D. AIKEN, 
United States Senate, Washington, D. C. 

Dear Senator: At the Senate Agriculture Committee hearing on March 16, 
1954, the question was raised as to the desirability of reqviring persons selling 
price-supported dairy commodities to the Government to certify that thev have 
paid to producers a price not less than the support price for milk and bvtterfat 
announced by the Secretary of Agriculture. 

On investigation it is concluded that such a reqvirement would be adminis- 
tratively impractical, unenforceable, and probably would d2feat the purpose of 
the program. 

The price-support announcement is for milk and butterfat which are not prod- 
ucts purchased by the Govcrnment. The announced prices are national aver- 
ages of milk of average butterfat content, and milk and butterfat of average 
quality. Actual prices to producers vary in different areas. 

Your attention is directed to any recent issue of Agricultural Prices which 
shows, by States, the range of prices paid for milk and butterfat. For example, 
the December 15, 1953, issue, shows a range of from 53 to 72 cents per pound of 
butterfat from farm s2parated cream; in milk sold wholesale the range was $3.50 
to $7 per hundredweight. We recognize that these figures are for all milk sold 
wholesale and include milk sold for fluid as well as manufactured products. To 
carry the analysis further, the USDA report Milk prices paid at Creameries and 
Cheese Factories for Dec: mber 1953, the most recent report available, shows a 
range in prices paid for milk for making American cheese in the 20 most import- 
ant States ranging from $3.26 to $4.89 per hundredweight. This is a range of 
$1.63, more than half the amount of the current svpport level. For milk used 
for making butter and creamery byproducts in the 12 most important States, the 
range was from $3.42 to $4.08. Undoubtedly, if the data were available for all 
States for all plants and for individual producers, the range in prices for milk 
used for both American cheese, butter, and byproducts, would be even wider. 

Similar figures for the corresponding month of 1948 when prices were above 
support levels also show wide ranges as follows: 


Milk at wholesale (hundredweight) _ - - - : : ‘ $3. 35—$7. 15 
Butterfat (pound) -- - : .54- .80 
Milk for American cheese (hundredweight . 3.31— 4. 95 
Milk for butter and creamery byproducts bald 3. 21— 4. 55 


On the basis of even the few States for which data are available, it is obvious 
that many States pay above the average and many pay below the average 
On this basis, alone, it is clear that any requirement for certifying that support 
prices have been paid would necessitate establishing separate State and probably 
separate plant-support levels. 

In addition to the reasons outlined above, the price a plant can afford to pay 
individual producers also varies significantly. Prices paid producers vary because 
of such factors as differences in plant volume, differences in volume per producer, 
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differences in quality of milk or butterfat, differences in prod 
differences in distance of producers from the plant, which refl lj 
hauling costs, differences in distances to consuming markets, seasons 
in production, differences in labor and supply costs and plant effici« 
few. All of these factors affect the levels of individual producer 

This serves to illustrate that national averages are meaningless when applied 
to plauts or even State data Applying national averages would mean that 
plants paying below the average prices established by the ¢ ernment wo 
not be able to certify and could not come under the progran lants 
paying above the national average might be led to use the announcement 
basis for reducing their paying prices to the announced level 

Questioning by members of the committee in connection with the desiral 
of requiring certification on price-supported commodities might leave the infe 
that processors and/or distributors had unduly widened their margins 
testifying, Mr. O. M. Reed set forth in part, some of the facto volved 
margin issue. In order that the full facts may be before the committee, ii 
tion to those already noted in this statement, your attention is directed t 
following: 

tetail prices include not only cost of raw material but also processing, packaging 
and distribution costs. During the last crop year, labor costs have increased 
So likewise have transportation, local and 
containers, fuel, supplies, and services which are largely affected by increases in 
labor costs have likewise increased. 

Selling prices are affected not only by the level of supports but by levels at 
which dairy products must be sold in the current domestic market. These latter, 
reflect the increasing quantities which in order to be moved, must be disposed 
of at below support level prices. 

These increases, in addition to others not herein detailed, would be expected 
to bring about increased differentials. Among the factors not set forth in detail 
and which admittedly are not applicable to all supported dairy products is the 
fact that, as brought out by a previous witness, Gordon Sprague, whev prices have 
suffered a serious decline in price which has been calculated to be equivalent to 
one-half cent per pound of cheese. 

We trust that this will be incorporated in the record for March 16, 1954. 

Sincerely yours, 


State taxes Other cost uch a 


H. M. BrrGguTrmMan, 


Executive Secretary. 


Tue Darry Inpustry ComMITTEE, 
Washington 6, D. C., March 18, 1954. 
Senator GroraE D. AIKEN, 
United States Senate, Washington 25, D. C. 

Dear SENATOR AIKEN: At the Senate Agriculture Committee hearing on 
March 16, 1954, the question was raised relative to the cost of any disposal plan 
of present and anticipated stocks of dairy products held by the Government under 
the price-support program. 

We have studied various methods of disposal that have been proposed, and feel 
that a ‘‘purchase-sell back’’ plan is most feasible. Under this plan the Department 
of Agriculture would take title to present and future stocks at the announced 
support prices and immediately sell back to the manufacturers of butter and cheese 
at some lower price. Attached hereto is an illustration of such an operation 
together with an export disposal program for nonfat dry-milk solids (spray 
process). 

We trust that this will be incorporated in the record for March 16, 1954. 

Sincerely yours, 
M. H. BricurMan, 


Executive Sec retary 


44084—54—-pt. 130 
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Illustrative cost of purchase and sell-back program 
Butter: 
On hand Apr. 1, 1954, 343,000,000 pounds at 66 cents _ $226, 380, 000 
Production to be purchased from Apr. 1, 1954, to Mar. 31, 
1955, 1,500,000,000 pounds at 57 cents 855, 000, 000 


Total r . , 880, 000 
Sell-back 1,843,000,000 pounds at 42 cents 774, 060, 000 


Loss... 307, 320, 000 


Cheddar cheese: 
On hand Apr. 1, 1954, 345,000,000 pounds at 37 cents , 650, 000 
Production to be purchased from Apr. 1, 1954, to Mar. ¢ 
1955, 1,000,000,000 pounds at 3244 cents 322, 500, 000 


Total ‘ ; ‘ 450, 150, 000 
Sell-back 1,345,000,000 pounds at 26 cents 349, 700, 000 


Loss J ; i 100, 450, 000 


These calculations are based upon the announced support prices. Also these 
calculations do not take into consideration the inventories held by the private 
trade at the beginning or close of the crop vear. 

For every 5 percentage points that support prices may be increased with the 
sell-hack prices remaining as indicated the net cost of the butter operation would 
be increased by 3.8 cents per pound or a total of $57 million on 1,500 million 
pounds of butter. The net cost of the Cheddar cheese operation would be ir 
creased by 2.15 cents per pound or a total of $21,500,000 on 1,000 million pounds 
of cheddar cheese. 

If it should be considered necessary by the Secretary to sell back butter and/or 
cheese at a lower price than used in this illustration to accomplish adequate 
consumption, each 1l-cent reduction in the sell-back price of butter would cost 
$18,430,000, and a similar reduction on Cheddar cheese would cost $13,450,000 
Conversely, the cost would be lessened in a similar manner for each 1 cent higher 
price in the sell-back price 

Some similar type of operation might be required for domestically produced 
foreign tvpes of cheese, such as Swiss. If so, about 200 million pounds at a similar 
loss per pouna as with Cheddar would entail $15 million at 7.5 cents per pound 

This illustration is to indicate the application of a purchase and sell-back pro- 
gram for butter and cheese. It would provide farmers the support price for milk 
or butterfat going into these products, while at the same time providing consumers 
with butter and cheese at prices which should encourage larger consumption. It 
is not intended to give assurance that the sell-back prices used in the illustration 
will increase consumption of butter by 60 percent and cheese by 50 percent which 
would be required to use up the anticipated amounts which the Government will 
hold on April 1 and the estimated production in the ensuing 12 months. 
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Export disposal program, spray nonfat dry-n 


On hand Apr. 1, 1954, 450,000,000 pounds, at 16 cents 000, 000 
Surplus over normal use, Apr. 1, 1954, to Mar. 31, 1955, 420,000,000 
pounds, at 15 cents! }3, 000, 000 
Total (870,000,000 pounds 5, 000, 000 
Animal feed (deteriorated), 10,000,000 pounds, at 10 cents (credit , 000, 000) 


Remaining for program, 860,000,000 pounds 000, 000 
Shipping cost on bulk, 360,000,000 pounds, at 3 cents R00. 000 
Packaging and shipping, 500,000,000 pounds, at 10 cents 000, 000 


Total cost_ - . . 800. 000 


Summary: 
Cost of purchase and sell-back program: 
Butter , 320, 000 
Cheddar cheese , 450, 000 
Cost of export disposal: Spray process nonfat dry-milk solids , 800, 000 
Total cost _ 570, 000 
Potential additions: 
Foreign-type cheeses 000. 000 
Roller-process nonfat dry-milk solids 875, 000 


Total : - ee aid , 445, 000 


1 Of the estimated production of spray process of 1,000,000,000 pounds 
500,000,000 pounds probably will be used in normal channels, 
50,000,000 pounds probably will be used in school lunch 
30,000,000 pounds probably will be used by armed forces. 
420,000,000 pounds surplus for export disposal. 

Roller process (not included in export disposal program) 

150,000,000 pounds on band Apr. 1, at 14 cents 
150,000,000 pounds surplus, Apr. 1 to Mar. 31, at 18h cent 


Total. 


The Cuarrman. Tomorrow we have four witnesses: Judge Paul 
Graves, of Gouverneur, N. Y.; Mr. Albert Lowenfels, Hotel Bar 
Butter Co., New York City. Mr. Lowenfels, | believe, is the butter- 
man who put on a penny sale last year to see if the people would buy 
butter at lower prices and found out they would. 

I notice he did not keep it up. He proved his point at least to his 
satisfaction. 

Also we will hear Mr. Perdue, manager of the Pure Milk Products 
Cooperative, from Fond du Lac, Wis; and Mr. Halloway, representing 
the Metropolitan Cooperative Milk Producers Bargaining Agency of 
New York. ‘Those will be our witnesses for tomorrow. 

We will recess until 10 o’clock tomorrow. 

(Thereupon, at 3:55 p. m., an adjournment was taken, to reconvene 
Wednesday, March 17, 1954, at 10 a. m.) 
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WEDNESDAY, MARCH 17, 1954 


Unirep Srates SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m., in room 324, 
Senate Office Building, Senator George D. Aiken (chairman) presiding. 

Present: Senators Aiken, Young, Thye, Hickenlooper, Schoeppel, 
Ellender, and Anderson. 

Also present: Senator Wiley. 

The CuHarrMan. The committee will come to order. We will 
continue the hearings this morning with particular reference to the 
dairy aspects of the present and proposed farm program. 

The first witness this morning will be Supreme Court Justice Paul 
D. Graves, of Gouverneur, N. Y. Judge Graves is one of my neighbors 
from the north country. He lives on the west side of the mountains 
and I live on the east side. We are glad to have you with us this 
morning, Judge Graves. 


STATEMENT OF SUPREME COURT JUSTICE PAUL D. GRAVES, 
OF GOUVERNEUR, N. Y. 


Judge Graves. Mr. Chairman and members of this committee, I 
appreciate this cana of presenting my views on a problem 
which I realize does not admit of an easy solution. Although I serve 
in my State as supreme court justice, I appear here today as a farmer 
who lives on a dairy farm, and who, with my brother, own and 
operate four more. I do not come here as a spokesman of any organ- 
ized group, because I belong to none. I do know, however, although 
it is impossible to present proof, that my views closely coincide with 
the thinking of many dirt farmers living in New York State. 

At a prior time I served in our State senate for 5 years and as a 
member of our committee on agriculture. I succeeded my late 
mother who, likewise, had been a member of our State legislature 
for 22 years. Upon her retirement in 1948, she was then chairman 
of the senate committee on agriculture. 

I make these few introductory observations for the only purpose 
of giving this committee some general idea of my background against 
which to position or evaluate my remarks. I do not come here as a 
statistician, technician, economic consultant, or any other type of 
professional farm expert. And lastly, although I believe I have some 
knowledge of the political implications involved in this problem, I 
nevertheless wish to direct my remarks to what I conceive to be the 
merits. 

I have not examined any of the specific proposals which are now 
pending in the Congress, and which relate in one way or another to 
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the parity price problem. My chief concern is the proposed cut 
from 90 percent to 75 percent on dairy products which is proposed to 
become effective on April 1 

Any examination of this administrative order must be evaluated 
against the present economic background of our New York pro- 
ducers—indeed the producers of the Northeast. In that dairymen 
in this area would be drastically affected, we should in fairness first 
observe the dollars and cents position of these farmers so as to see if 
they can survive the financial impact of this cut. 

Our New York milkshed, which comprises the largest single milk 
pool in the world, accounts for the lion’s share of our Northeast 
production and surely can be used as a satisfactory yardstick. If the 
dairy farmer in this region is to undergo deep economic surgery in 
1954, it seems only reasonable to examine the health of the patient 
during the 2 previous years, and before the operation begins. 

In 1952 any index one may choose discloses the New York diarymen 
took a substantial cut in income. Shortly after the close of that year, 
figures released here by the Department of Agriculture, February 2, 
1953, stated farm prices had decreased 11 percent. The New York 
blended pool price for milk in January 1953 was $4.50 per hundred, 
although 12 months earlier it was $5.14. The cut was 64 cents. As 
the Northeast Farm Foundation in its monthly economic letter dated 
March 1, 1953, stated this represented a drop of 12% percent. During 
this same period of time, the grain which I purchased in the form of 
dairy ration increased approximately 10 percent. I have my exact 
figures, although I will not bore you with them at this time. 

Coming now to 1953, we see the income spiral still descending, and 
with no relief on the expense side of the ledger. In fact feed prices 
began to advance in the fall of the year, Department release, February 
25, 1954. In forecasting the blended milk price for the 12 months of 
1953 these are the figures the Market Administrator released, and 
which proved to be substantially correct: 


Per hundred Per hundred 
pounds pounds 

January 1953 — $0. 64] July 1953 dU. 45 
February 1953-- —. 84] August 1953 . 47 
March 1 1953 . cake doe —.47|September 1953 . ol 
April 195: a ie -. 42! October 1953 —. 38 
May 1953 29] November 1953 21 
June 1953 —, 28| December 1953 fa 13 

Computed as an average this means the New York farmer received 
41% cents less per hundred than he did over the previous poor year 
when he took a 12 percent reduction. 

Now coming to the current year, what do we find? Simply stated, 
more of the same. In the Market Administrator’s Bulletin —issued 
by Dr. Blanford—of last December, and appropriately headlined 
in red letters is this front page report, “Lower Farm Prices Forecast 
During First Half of 1954.” 

These are the figures: 


Perhun- | Per hun- 
dred pounds | dred pounds 
I | 


January 1954_- ; — $0 +h April 1954. / $0. 11 
February 1954__-.-_--- oe | Mg ay 1954 1 


l 
March 1954 ‘> : 12 | June 1954_- aalie re 
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The CHarrMan. Is that percentagewise? Or is that cents per hun- 
lred? 

Judge Graves. That is in cents per hundred. I cannot translate 
it percentagewise. And here endeth the forecast, but not the lesson, 
because none of these figures either assumed or predicted that parity 
supports on dairy products would be slashed 15 percent. As the 
result it behooves one, at least in the New York milkshed, to add 
approximately another minus 40 cents per hundred to these projected 
figures, for this is the estimated adverse effect on the New York 
blended pool price. 

I have no proof of that figure. That is a figure I see customarily in 
our north country press. So in summarizing the economic health of 
the patient we find he was sick in 1952, seriously ill in 1953, and his 
condition predicted as worsening during the first 6 months of this 
year. For the type of farmer who was beginning to get on his feet 
after the early thirties, and for the young men who bought farms at 
high prices on contracts after they came home from the service—for 
those two groups at least—I am strongly of the opinion this fourth 
consecutive blow will effectively finish them off. Although others 
disagree, I cannot bring myself to believe this is the intended result. 

When I say Dr. Blanford’s price predictions for the first 6 months 
f this year were not anticipated—the parity cut—l feel | may speak 
with some knowledge of the truth for this reason. Because of the 
substantial decline in milk prices during 1952 and the resulting pro- 
ducer unrest in the milkshed, a committee was selected in the early 
spring of last year to evaluate market conditions in the Northeast 
with the hope that some reasonable solution could be found 

By appointment of Secretary Benson and our State commissioner 
of agriculture, Mr. Dumond, a committee of nine, including myself, 
was designated. New York was represented by 2 members, Penn- 
sylvania by 2, New Jersey by 2, and the New England States by their 
2. Dr. Everett Case, president of Colgate University, was our chair- 
man. In an effort to conscientiously discharge our duty we held 
many hearings throughout the principal milk States of the Northeast 
and listened to all segments of the milk industry. Our final report, 
commonly known as the Case committee report was presented to the 
Secretary last January. Insofar as it may be constructive, it speaks 
for itself. 

But my point presently is this: At no time during our 10 months 
of effort did we proceed upon the theory, or even the expectation, that 
parity prices on dairy products would be cut to the full point allowed 
by the statute. Some of our recommendations—for example the 
suggestion for instituting a base price and surplus plan—now seems 
slightly ludicrous because new production figures may come about 
from entirely different causes. 

Now having put on the record this background information as to 
the dairy farmers’ income account, it seems necessary to take a look 
at his capital account as well. Last month under date of February 
19, the Department of Agriculture here in Washington reported that 
the decline in value of New York dairy herds amounted to more than 
$100 million. As a matter of fact, the value of our dairy cattle de 
clined slightly over $102 million in spite of the fact the number of 
cattle had increased 3 percent. 
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On a national basis this same Department report showed a decline 
in excess of $1,200 million. Hence if the dairy farmer’s lack of current 
income severely restricts his ability to meet current obligations, he 
certainly cannot look to his capital assets as a stable source of collateral 
upon which to borrow so as to tide him over for a while, at least. 

Another release by the Department here in Washington under date 
of March 4 is equally illuminating. It stated that the typical North- 
east dairy family averaged $1,458 for its lavor and services in 1953. 
This was compared with $2,808 in 1952, and $3,167 in 1951. This 
current figure I speak of was based upon an average income of $8,826 
less expenses of $7,368, leaving a net income of $1,458. 

The Department’s report further states, and I quote, ‘In terms of 
1937-41 dollars that means a family purchasing power of $669.’ 
And let me further point out this is the family income, and not that 
of one individual. It is against this disheartening background or 
picture that we must view and consider the impact of present proposals. 

Coming now to the fundamental question of rigid as opposed to 
flexible price supports I do not hold, as do some others, that there is 
an underlying difference in basic economic philosophy. I say this 
because I believe all farmers dislike the principle of support prices 
but feel helpless without them; and I think this helpless feeling arises 
from the fact they realize there are great, and sometimes cold-blooded 
forces at work in a free market over which they have no control. 

I feel this is particularly true of the dairy farmer, because the last 
time we attempted to operate in New York without the protection of a 
Federal milk order, the market became completely demoralized and 
chaotic. And so when it is asserted farmers need “individual freedom 
for making decisions to adjust to changing agricultural conditions,” 
and that any form of farm control is nothing more than modern social- 
ism, I feel the issue is being distorted. 

No dairyman I know would like to see his industry nationalized any 
more than he would support such a movement to nationalize coal, 
steel, or the railroads. All he seeks from his Government is a mini- 
mum of protection so as to prevent his being used as a pawn in a game 
in which he does not hold too many cards. 

Now let us examine for a moment a New York dairy farmer in a 
situation where, we will assume, the market is completely free, no 
Federal milk order exists, and no parity prices are in effect. Now 
what could he do with this exalted freedom? The answer is, very 
little. Practically speaking, he would be forced to dispose of his 
product in exactly the same way he does now, except he would be 
denied the element of protection which I previously referred to. A 
New York dairy farmer cannot sell his own milk at the farm except 
for only 100 quarts a day, which translated differently is the trifling 
amount of 200 pounds. 

You will find this statutory prohibition in section 257 subdivision 4 
of our agriculture and markets law. If he wished to sell his own milk 
in any quantity he would first be required to obtain a license, and this 
he could only obtain upon proof that the market he sought to serve 
was not already adequately supplied. Practically speaking, such 
licenses are unobtainable. This prohibition will be found in section 
258ce of the same law. 

If this same farmer were dissatisfied with the people who were 
marketing his product, the statute for all real purposes would prohibit 
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him and his neighbors from joining together so as to build their own 
plant. If as a member of a cooperative organization he wished to 
record his individual vote either for or against any given proposition, 
he would then learn of his inability to do so because the so-called 
leaders in his organization pursuant to a statutory right would have 
voted him en bloe with the rest of the me mbership. And if he wished 
to withdraw his milk from shipment to the New York market, and 
send it to Buffalo or Rochester instead, he would likewise learn this 
could not be done because of the prohibition contained in section 
258 (j) of our agriculture and markets law. 

Examples such as this could be multiplied but probably to no useful 
purpose. 

Senator ANpeRSON. I understand this is the law of the State of 
New York? 

Judge Graves. Yes, sir. 

Senator ANpprsoNn. Has anybody attempted to change that? 

Judge Graves. Yes, sir; many times. 

Senator ANDERSON. Why has it been unsuccessful? Because of the 
opposition of the consumers or producers? 

Judge Graves. I would say not consumers, Mr. Anderson. Pro- 
ducers. I might even go further and say for political purposes. 

Senator ANpEeRson. Do the majority of these producers favor 258 
(j), for example, that you referred to? 

Judge Graves. I am sure they do, but because of the block voting 
system they never get a chance to express themse ‘Ive S. 

Senator ANDERSON. They oppose it or support it? 

Judge Graves. They would like to do away with these restrictions. 
I am convinced they do. 

The CuHarrman. The distributors oppose changing the law that 
works to their advantage. 

Judge Graves. Very definitely, I would say. 

The Cuarrman. The New York Times this morning, I believe, re- 
ports that National Dairies made an all-time high net profit last year. 

Senator ANDERSON. It would not be hard to do if the prices are 
supported at 90 percent and the farmer is getting 75 percent. 

The CuarrMan. I think that is true of every distributing company 
in the whole country. Last year was a banner year for most of them. 

Judge Graves. They very definitely, object, Senator Anderson, to 
changing any of this because specifically [ have tried many times 
We did get 258 (c) at one time amended so that the law in the case 
of a farmer who wants to get a license to sell some milk puts the burden 
of proof upon our Secretary to establish that he is not entitled to one. 
Prior to that the farmer had to prove that he was entitled to it. That 
does not amount to much but it is some slight gain. 

The CuHarrman. You find that monopoly in small towns as well as 
large towns, do you not, Judge? 

Judge Graves. I think so. 

Senator Youna. Are there many cooperatives in the distributing 
business? 

Judge Graves. Oh, yes. 

Senator Youne. Have the cooperatives made a lot of money, too? 

Judge Graves. That, of course, we have never been able to estab- 
lish, Senator, because nobody knows the figures. 
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Senator Youna. If the cooperatives make money it is passed back 
to the farmers, is it not? 

Judge Graves. Theoretically, yes. There are two types of cooper- 
atives. There is a so-called produc ers cooperative and a producer- 
distributor cooperative. In the latter type the producers are on both 
ends of the deal. They want to buy cheap and sell strong. Inci- 
dentally, those are the large ones 

The CuarrmMan. The Chair would like to take notice at this time 
of a large delegation of Ohio Farm Bureau members that we have 
with us this morning. I think there is one from each congressional 
district in the State of Ohio, and a few extra thrown in for good 
measure. 

Senator Youna. Mr. Chairman, I would like to have it noted that 
we have the secretary of the North Dakota Farm Bureau here, 
Mr. Gil Staffne. 

The CHarrMan. And I saw the president of the Massachusetts 
Farm Bureau in here yesterday. 

Will you continue, Judge Graves? 

Senator ANDERSON. It is not the function of the cooperatives to 
change the laws of the State of New York. 

Judge Graves. No, sir; this is a problem far removed from this 
area but it is in the background. Anything done here must neces- 
sarily be translated. 

The CuarrMan. It was brought out here yesterday, Judge, that 
although plant operators have been guaranteed 90 percent price for 
powder, cheese, and butter, that in many areas of the country that 
price which the plant received was not reflected in the price paid the 
producers for milk. It occurs to some members of this committee 
that we have a pretty serious problem there to devise some way, 
whereby if we guarantee a certain level of support intended to go to 
the producers, to make sure that that gets to the producers, and we 
have not been able to do it yet. Nevertheless, it is pretty important 
because actually in some parts of the country last year, although 
guaranteed 90 percent, producers did not even get 75 percent for their 
milk which they delivered to the plants, although the plant operator 
got the full value from the Federal Government. 

Judge Graves. I do not know the solution. The only thing I 
would observe is that in the New York market, which is operated by 
Dr. Blanford as the administrator, theoretically at least utilization of 
the raw product is supposed to be reported to his office and a blend 
price arrived at after that is done. If they do not do it— 

The CHarrMan. That is true. I think in our area, New York and 
New England, we got better than the support price on the whole. 
In areas farther west and south, they did not get anywhere near the 
support price reflected in the price of milk paid by the plants. 

Judge Graves. I would guess that is true for the reason that all 
areas of the United States are not under the control of Federal milk 
marketing orders. I think there are about 47 in all. There is a vast 
area not under any form of regulation. 

Senator Youna. Judge, I note that you are not too concerned about 
the regimentation or socialism contained in the farm program, and 
I might say that neither am I. We of course had complete freedom 
back in the late twenties and early thirties when we had bankrupt 
prices and we did not know what to do with that kind of freedom. 
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There was not too much either because farmers then, I think. went 
through more hell and misery than most people ever realized. I went 
through it myself. I lost land along with most others. 

The CuarrMaNn. Referring to a statement I made a few minutes 
ago about the earnings of the national dairies, I would like to read 
from the New York Times of this morning. [Reading:} 

The National Dairy Products Corp. plans record capital expenditure of about 
$36 million this year, the annual report disclosed yesterday. A new high in sales 
and 11 percent increase in earnings in 1953, the 30th anniversary, was announced, 


The year was one of the most rewarding in our history, E. E. Stewart, the presi- 
dent, said. The company served more customers that ever before and net profit 
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advanced to $4(,837,116 from 27 million-plus the year before, despite highest 
taxes ever paid. 

Somebody contributed that 11 percent increase in earnings besides 
the increase in taxes, and I think virtually every distributing company 
in the country could make a similar report. 

Judge Graves. Another did less than a week ago. 

Senator ANDERSON. Are you going to use the figures? 

Judge Graves. Yes, sir, they are in the statement. 

Senator ANDERSON. That is very interesting. We have seen 
report after report of how well these companies have been doing. I 
think there may be some relationship of the support program to it, 
and the way it is administered. There are worse programs where 
we obligated people to certify that they had paid the farmer the price 
that he was supposed to receive before he was eligible for subsistence 
itself. 

I think it is too bad if this support program that we have had has 
resulted in not much improvement in the price received by the farmer 
and very substantial profit to the processor. That is not the purpose 
of the program. We are not against the processor mi aking money, 
but the law, the program, was primarily designed to help the farmer. 
If it has not done that and has helped others, then we had better put 
something into it to make sure that the class for which relief was in- 
tended receives it. 

The CHairMANn. I think it is safe to say that if socialism does come 
to the United States, it will be brought here by those who like it least. 

Judge Graves. That is a very sage observation. Examples illus- 
trated above could be multiplied but probably to no useful purpose. 
But the illustrations I have given should be sufficient to show muc h 
of this talk of individual freedom on the farm is so much poppycock or 
wishful thinking. 

In my State, gentlemen, the milk business is a closed corporation 
and has been for many years. Strangely enough those who espouse 
the cause of farm freedom and decry Government interference on the 
national level nevertheless seem to support and foster it at the State 
level. And if you would ask those who believe in these State regula- 
tions why they are necessary, you would be told, as have I, that they 
are necessary safeguards to prevent a demoralized market. 

This, of course, is the very same reason which prompts the average 
dirt farmer to look to Washington for a minimum of protection. 
So if you accept my facts as correct, it becomes increasingly apparent 
there is no real difference in basic economic philosophy here involved. 

Now turning from general considerations to the specific problem 
of dairy surpluses, the question would seem to divide itself into two 
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parts. First, how dangerous or threatening is the stockpile we 
already have, and how relatively serious is the problem? Secondly, 
what can be done in the future as an improvement over the present? 

As to the first question regard’ng our present stockpile, let me say 
I am not naive to the point of suggesting I know of any easy or quic k 
solution. I do feel, however, it is not fair to either the dairy farmer 
or the consumer to only speak in terms of millions of pounds of this 
and millions of pounds of that. Any market should carry a normal 
and protective surplus, so it would seem the true inquiry is the 
percentage excess over and above this norm. 

Not having access to departmental records, my information must 
necessarily come from the public press. U nder date of Fe bruary 18, 
last, the Watertown Daily Times which is one of our great New York 
newspapers had this to say [reading]: 

In 1953 the total production of butter in the United States was 1,424,940,000 
pounds. While the dairymen produced this amount of butter, the Government 
had in store 265 million pounds, The surplus in storage, therefore, was the 
equivalent of 19 percent. However, it must be understood that this 19 percent 
was made up not only of the surplus butter produced in 1953, but the surpluses 
that were carried over from purchases in previous years. 

Reducing these figures to something understandable, we find that the parity 
reduction to dairymen is being dictated by a problem that revolves around the 
figure 19 percent. The other side of the picture is that at least 81 percent of the 
butter that was produced in the country in 1953 was consumed. 

Now, if a stable market should carry a normal and necessary surplus 
of 5 percent—and that is something that I just picked out of the air 
because I do not know—and the carryover from the previous year 
was another 5 percent, then the butter performance of 1953 does not 
appear as alarming as one might first suppose. This is not to say 
the problem is not real, but I suggest it may be a question of degree 
rather than kind. I mention these figures because of a suggestion 
I would like to make at a later time. 

Another observation I would like to present for your consideration 
is based upon a recent news story written by Keyes Beech bearing 
a Tokyo dateline of February 16. Mr. Beech reports that our Armed 
Forces in the Far East last year purchased 5 million pounds of butter 
exclusively from Danish, Australian, and New Zealand sources—none 
from this country. 

It now appears Col. E. A. Dennis, the deputy quartermaster 
has obtained Pentagon approval effective February 1 to begin buying 
surplus butter held by Commodity Credit Corporation. F urther, the 
colonel estimated 35 percent of Army requirements will still continue 
to come from foreign sources, and 18 percent will be American 
oleomargarine. 

Senator Youne. Would you mind an interruption? 

The CrHarrMAN. Senator Young. 

Senator Youna. I am happy that you mentioned these figures 
with respect to the Far East, because | think in that area, with the 
millions of hungry people, that we have a real opportunity to dispose 
of some of these surpluses. We will now have to spend a billion dollars 
or more in rehabilitation work in Korea. 

Why couldn’t we give food to Japan, which is short of food, some 
butter or dairy products or other surpluses in return for their sup- 
plying certain things to the economy of Korea that we otherwise 
would have to use dollars for. For example, a great deal of cement 
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will have to be used. The Japanese make oa cement. Why 
could we not give surplus commodities to the Japanese in exchange 
for their furnishing cement to Korea or other parts of the Far East 
where we are dumping our money? I think it is comparatively simple. 
With millions of hungry people and where we have to spend probably 
a billion dollars a year or more, we ought to somehow be able to 
substitute surplus food for dollars. I do not think it is an impossible 
situation. 

Judge Graves. It sounds reasonable to me but quite frankly I am 
not in position where I would have enough facts or information to 
make an intelligent observation. 

Senator ANDERSON. May I be permitted to say that I think it is 
the very basis of a lot of this problem and I could not support any 
stronger anything in the world than what Senator Young said. You 
say these purchases are made from various areas—Danish, Australian 
and New Zealand sources. I have been trying to check for quite a 
while the peculiar situation. I understand this is a sort of a franchise, 
A man who has the fianchise is American, but he does not have to 
pay regular income taxes on his profits which run over a million dollars 
a year because of some special agreement. 

"There is a provision in our income-tax laws which recognizes trading 
outside of the United States. I had the phrase in my mind at one 
time. It has to do with the areas removed from the United States. 
They pay only a fraction of the income tax that is paid inside the 
United States. 

I know there is some basis for it because an individual who went 
out and examined it came back and tried to interest me in it, and 
tried to show how much money a person could make in a hurry. I 
had difficulty explaining to him that I might find myself in some 
embarrassment if I got into it. But he was going right ahead with 
the transaction. In other words, here is the very thing Senator 
Young is talking about—we have allowed not only the use of this 
butter from these other sources, but we have set it up in such a way 
that a man can make several million dollars a year and pay about 
a 20-percent rate on it, as | remember it, whereas he would have to 
pay 90 percent if he was in the States, 

Senator YounG. We have thousands of Americans in the Far East 
getting rich and paying no income tax. Any United States citizen 
there living on appropriated funds is subject to income tax. We have 
many others over there that are not subject to income tax in Japan 
or elsewhere in the Far East. 

Senator ANDERSON. There is an express provision in the law that 
refers to Western Hemisphere or intercontinental trading that pro- 
duces a maximum of 25 or 30 percent income tax. This individual 
was just making a terrific fortune out of it. How much better it 
would be to eliminate that and solve these other sources and take 
some of this butter over there and trade, as the Senator suggested, 
for cement or other products that can be made over there, which are 
very useful in that area. We will never get rid of our surplus if we 
try to do it in the American market, because the oleomargarine manu- 
facturer is not going to sit idly by while you reduce the price of butter 
to a lower figure. 

Suppose it is brought down to 45 cents, as was suggested here 

yesterday? Competition being what it is, why can’t the oleomar- 
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garine people drop their price? We know that there is a substantial 
margin there. We wiill just get into a price war that has no ultimate 
bottom, whereas removing this from the market and completely out 
of the market does no damage to the oleomargarine people, does no 
damage to our farmers and certainly does no damage to the cause of 
America in that part of the world. 

Those people cannot get dollars to buy our butter. They have a 
product that we can use and we ought to be doing it. Iam glad that 
you mentioned this so that Senator Young could bring up this problem 
that is dear to you and to me, of finding places where we can use these 
surpluses, instead of piling up surpluses at home. 

The CHarrMan. The representative of the Japanese Government 
spoke to me over a month ago and said that they were virtually 
desperate for butter, that they did not have butter enough for their 

sick people, and they wanted to buy 50 or 60 million pounds from us. 

I have not been able to find out the reason why they are not able to 
get that yet. Sometimes I wonder if the people are interested in 
maintaining excessive surpluses in this country which may force us to 
do things which we otherwise might not like todo. Iam not referring 
to the Commodity Credit Corporation. 

Senator ANDERSON. | know the chairman recognizes that the first 
shipments of cotton we made to Japan were made almost in violation 
of law. The law said cotton has to be sold for dollars. There were 
not any dollars over there. As I said before, the only comfort I got 
was from a very able and distinguished lawyer who assured me that 
if I did not personally steal any money I probably will not go to jail 
even if the method of sale did violate the law. 

There must be something funny about this butter situation. If 
you turn the Department of Agriculture loose they will find a way of 
moving that butter and finding a product that ought to be used. We 
know who will oppose it. It always comes out of the State Depart- 
ment, I regret to say. At least it always did when | was over there. 

There may be sound reasons why we complicate their problems. 
But once in a while they ought to support a solution to the farm 
problem, particularly where other nations want to buy farm products 
that we have in surplus. 

Senator Young. I may say that we are using Japanese contractors 
to build most of this new housing in Okinawa and islands west of 
Johnson Island in the Pacific. We are paying United States dollars. 
I do not know why we could not accept some Japanese yen which in 
turn could be used to purchase surplus commodities. 

The CuarrMan. Will you proceed, Judge Graves? 

Judge Graves. In addition, no butter is sent to Korea but rather 
canned oleo. Colonel Dennis emphasized that no butter will be 
purchased for sale in Army commissaries. It disappeared from 
Japanese Army stores 18 months ago and was, of course, replaced by 
the usual foreign sources. 

It is this type of thing that make dairymen see red, and I might 
point out that many of them took the time to so express themselves 
in print. Of course, in answer I would expect some Olympian pro- 
nouncement from across the Potomac or elsewhere declaiming our 
duty to trade with our allies so as to keep them healthy and strong. 
But how equitable is it to help other in preference to people at home 
who are equally in need? 
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I realize this point is small with respect to our overall surplus, yet 
I suggest it as a fertile field of inquiry for Clarence Francis and his 
new Interdepartmental Committee on Disposal Plans. In fact, I am 
much encouraged that the recent appointment of Mr. Francis may 
well bring a fresh coordinated approach to this difficult problem. 

I come now to the second question, namely, what can be done in 
the future as an improvement regarding dairy surpluses. It is here 
[ have some suggestions which I hope you may find meritorious. 

In examining this surplus problem one traditionally finds two 
great groups that are always considered, namely, the farmer and 
the consumer, with the Government standing by hoping to assist 
both if it is necessary. But in between these two great groups stands 
the sacred cow which no one ever dares touch. In the pages and 
pages of material that I have read during the past 2 months per- 
taining to this general subject, I have never seen it once suggested 
that this area be investigated or even explored. 

As a matter of fact, I have never seen it. I would not confine that 
statement to the last 2 months. 

The CuHarrMAN. We might have news for you, Judge, one of these 
days. 

Judge Graves. Good. That is the only reason I came here, 
Senator. In my judgment, at least, the solution to the dairy surplus 
problem lies one step removed, and by that I mean, increased con- 
sumption of fluid milk. I believe that is the nub of the problem. 

Senator ANDERSON. You did not read about what took place here 
yesterday morning, did you? 

Judge Graves. Yes, sir; I did. I saw it in yesterday’s late press. 

Roughly speaking, one-half of our production is consumed as fluid 
and the other half manufactured. It is my contention that the large 
dealers and distributors not only fail to stimulate a greater use of 
fluid milk, but actually discourage such use by a deliberate attempt 
to price it out of the reach of the average American family. By doing 
this a large surplus is artificially created with the result a great vol- 
ume of cheap milk is always available for manufacturlng purposes 
at depressed prices. 

On the other hand, were bottled milk available at a moderate price 
families could afford to buy what they actually need. This in turn, 
however, would tend to create a shortage in cheap class 3 milk where 
soon a competitive market would force an increase in price. 

T realize a sensible question would be—how can you tell a large 
distributor where to price his fluid milk if there is no statute which 
fixes retail prices. In answer I would say that if the American public 
once learned what the actual markup was on a quart of milk after it 
left the farm, and if they once learned what exorbitant profits were 
made from the processing of cheap surplus milk, they would by the 
force of their opinion bring about a correction. 

Now I realize some may consider these statements are rather 
broad, but let me see if I can partially document them. 

I have in my files—I have it here with me—a letter that was written 
some time ago by Mr. John Hartford, president of the Great Atlantic 
& Pacific Tea Co. Its central idea is as true now as the day it was 
written. As to the price of fluid milk, Mr. Hartford had this to say, 
and I quote: 
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Generally throughout the United States prices are controlled by those who work 
to have milk sold at a high price rather than a low price. The ultimate price to 
the consumer is almost entirely beyond the control of the retailer. You are exactly 
right when you say that the farmer would benefit if this nourishing food were 
reduced in price and made available in larger quantities to more families. 

Unfortunately, the people who are interested in maintaining high prices for 
milk have been able to make a great number of farmers believe that a low retail 
price means a low price to the farmer. We know that this is not true but when- 
ever a retailer tries to sell milk cheaper he either finds he is violating the law or 
he cannot get milk at all. 

When you consider the absolute necessity for quantities of fresh milk in millions 
of homes where there are young children and where the families can ill afford 
high prices, I think you will agree with the statement that the present methods of 
distribution of milk are not only in most cases uneconomic but in many places 
absolutely contrary to the best interests of both consumer and farmer. 

In my view of the matter Mr. Hartford, who certainly should know 
something about food prices and distribution, is simply saying that if 
a bottle of milk could be sold at a reasonable price, and properly 
advertised as such, the blended price to the farmer would increase and 
the cost to the consumer would come down. 

The large companies which preempt the distribution field simply 
refuse to either adequately advertise the product or streamline their 
business methods. The horse has just about left the farm, but in 
many places he still pulls the city milk wagon. And let me ask this 
can any member of the committee now recall a current nationally 
advertised program that sponsors the sale of fluid milk? The adver- 
tising budget of the large distributors goes to push the sale of manu- 
factured products where the profit margin is greatest. 

In my judgment if our Government spent 5 percent of what it has 
cost to support dairy prices in advertising them nationally in a sus- 
tained intelligent effort, it would revolutionize the industry. Even 
though there is a competitive bond market, our Government advertises 
the sale of its issues. Why can’t it advertise butter, cheese, and milk? 

Senator ANDERSON. May I ask a question? 

The CuHarrMan. Senator Anderson. 

Senator ANDERSON. Have you noticed that there is a fair amount 
of advertising about a product called beer? 

Judge Graves. Indeed there is. 

Senator ANpERSON. Have you been reading stories about how these 
breweries established new plants in New Jersey, in California, and 
how sales of their product is completely outstripping old sales figures 
and so forth? Ido not say that beer is a competitive food with milk, 
but many people point out how the workingman has to have his 
bottle of beer. There are people who could use a glass of milk. 

While I am not criticizing such growth by means of aggressive ad- 
vertising, I think the growth of that industry which sells a product 
that is consumed by some for nourishment is a lesson to people who 
produce a fine product like milk which ought to be consumed for 
health reasons. 

It is too bad that we do not have a great program. I think Senator 
Ellender had a pretty good suggestion the other day when he said 
that Hopalong Cassidy or someone should say to the boys and girls 
each day, ‘‘Have your glass of milk at every meal, three times a dav,” 
and I think we would have all the surplus of fluid milk pretty rapidly 
used up. 

We only need to dispose of an ounce or two more a day per person 
in order to get rid of all of our surplus. 
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Judge Graves. Then you would have no butter problem as well. 
Senator Youna. Also, you can buy a quart of milk for the price of 

a pint of beer in Washington. 

The CuatrMan. I think it would be interesting to find out why in 
some States, including at least one of the most popular States, the 
ise of milk-vending machines is not permitted by law. 

Judge Graves. | never realized that. 

With reference to the factor of profits from manufactured milk, 
let me call your attention to a leading article which appeared February 
8, 1953, in the Financial World. That is an investor’s sheet. Please 
recall this was just after the dairy farmer had a poor year in 1952 
and was heading into another poor year in 1953. 

In the article the seven leading dairy products companies were 
analyzed as to sales, earnings per share, dividend records, and _per- 
centage returns to investors. All had good records. In part, the 
article says this [reading]: 


The dairyman has become a purveyor to industry. The broad base of the 
entire pyramid is cow’s milk which the industry and patience of the entrepreneur 
that is a good word 
have converted into a host of products valuable to man in countless ways Table 


‘is only one of these; profitable derivatives of skim milk, and whey take the 
form of animal and poultry feeds; they are used in the bakery for bread and 
piecrust mixes; and in manufacturing plants as softening agents for fabrics and 
paper, for coating paper, for making solvents and other chemicals, and 
in making synthetic rubber and plastics. 

Manufactured goods usually carry better margins than do natural 
such as milk and eggs, or products requiring comparatively little proce 
as butter and cottage cheese, 

Most dairy company products are — foods which are alway 


as aids 


products 


sing such 


in demand 


Between good times and bad it is merely a question of quantity and variety 
During poor business periods, sales and earnings do not slump very far—National 
Dairy and Borden reported earnings in some amount straight throughout the 1930's 


paying cash dividends in each year, and these two leaders may 


be counted on to 
maintain this good record. 


[ note their prediction was correct. 


Companies such as Golden State have not shared in dairy industry growth in 
recent years partly because a large percentage of sales is in fluid ry and cream. 
Fluid milk and cream consumed in 1950, for example, showed only a minor gain 
over 1945 and was less than the 1946 total. Since 1950 there has been 


only a 
slight increase. 


Although our population continues to markedly increase, sales of 
fluid milk remain static. There must be a reason. 

Other evidence which I would present as pertaining to the profit 
factor appeared in the public press March 11, less than a week ago. 
[t was the annual report of the Borden Co. which disclosed its net 
income had increased 15 percent over the year before. In round 
numbers profits had risen from $17,600,000 to $20,200,000. The 
president of the company attributed the improved results to a larger 
volume, removal of price controls, a decline in farm prices, and 
greater efficiency. 

The report goes on to point out the company had completed 55 
years of uninterrupted dividend payments, and ended on the happy 
note that ‘1954 would be another good year for the company.”’ I 
only wish the same could be said for the dairy farmer. 

Also on the question of a fair profit, I would call your attention to 
a release by the Department of Agriculture here in Washington lasi 
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month on February 17. It stated the American farmer’s share of th Leh 
consumer’s dollar fell to a 12-year low in 1953; that out of ever con 
consumer dollar spent for food, the farmer received 45 cents; and that Thi 
he has not received such a small part of the dollar since 1941, when hi Mr. 
received 44 cents. L. 

[ would also direct your attention to another optimistic predictio: Mil 
this by Richard S. Jones—lI do not know the gentleman. had 

Senator ANDERSON. Do you have any idea of how far up the far: pri 
ers’ share of the consumer dollar got? rev. 

Judge Graves. No, sir. I 

Senator AnpeRson. Would it surprise you to know that in 1947 o) ice 
1948 it got up to 55 percent? What you are dealing with here is ; goo 
very substantial change. When the farmer gets 55 percent and th cre 
rest of the world gets 45 percent, all the processors and transportatio: oth 
people and merchants and everybody else, farmers are in pretty fai mil 
shi ape. 

But when you reverse that and drop it to 45 percent, there is a vel att 
substantial change in the picture. That 10 percent is not just 10 col 
percentage points; it is 25 percent of what he formerly got. It thi 
probably the difference between success and failure for most farmers rel 

i do think the great change that has taken place in a very few pri 
years shows what happens when there was no longer a limitation o eu 
profits during price controls. I am not asking to go back to pric ha 
controls, but I do recognize that when the controls were on the farm: 
got his great share of the farm dollar. When there was that limita 
tion he did pretty well. When that limitation went off and he ha 


to move out into an open competitive field where he is not always at 
the greatest advantage, his share dropped very, very substantially 

Judge Graves. | would also direct your attention to anoth 
optimistic prediction, this by Mr. Richard S. Jones, vice president 
and general counsel of the Pet Milk Co. On February 20, the pre 
quoted him as saying: 


he prospect for profits in the dairy industry in 1954 and 1955 are good 


He further observed the Government surplus of dairy stocks is 1 
threat to dairy companies’ profits. I suspect that is true. I suppos 
if | were an officer of a large milk manufacturing company I, too 
would be happy over a great glut of raw material, especially if no on: 
cared what I charged for my product. 

Even the Department of Agriculture itself in a release 2 weeks agi 
stated in plain language [reading]: 
that the spread between prices received by the farmers and those paid b) 


sumers Was continuing to grow 


It further stated: 
that the biggest increase—they were referring to the fluid milk—was in N 
York City where the spread advanced more than 1% cents a quart. 


In this respect the only bright spot I have seen is a recent report 
from the city of Oswego, N. Y. , where 10 local milk dealers have cut 
home-delivered milk 2 cents and the store price 5 cents. 
they may be badgered by the rest of the industry for showing i 
be done 

No discussion of the dormant fluid-milk business, or profits in th¢ 
manufacturing game would be complete without a reference to th 
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Lehigh Valley Producers Cooperative which serves both farmers and 
consumers in the Allentown-Lehigh-Bethlehem area of Pennsylvania 
This cooperative has a large modern $12-million plant and is run by 
Mr. Bogert for the 960 farmers who are its members 

Last summer in Philadelphia he testified before our New York 
Milkshed Committee to which | have previously made mention. | 
had understood Lehigh Valley returned to its farmers the highest 
price in the Northeast, but yet | was not prepared for some things he 
revealed 

lor example, he stated his company was a large manufacturer of 
ice cream and that they made “oood money” those vere fis words 
good money out of $5 milk, and that other dealers manufacturing ice 
cream out of $3.50 milk were “making a fortune.’ He said these 
other dealers insist on this depressed price on the threat of getting their 
milk from western sources—which was just so much bluff and bunk 

That is the way he expressed it. Ile also told us he could irradiate 
and fortify with vitamin D 1,000 pounds of milk for 10 cents which, of 
course, is one-fifth of a cent per quart; vet the usual dealer marks 
this up 900 percent and gets a full extra cent per quart without any 
return to the farmer. He further observed that if you decrease the 
price to the housewife it will very definitely increase consumption 
and he added that his bottle sales were 3 percent over last year and 
have been going up each and every yea 

I might intersperse this thought. When he said a drop in price 
would definitely increase the consumption of fluid milk you may have 
run into it. Ll was amazed, too, but witness after witness appeared 
before the Case committee that 1 referred to and testified that even 
if you dropped the price of fluid milk it had no effect on consumption 
To me it is absolutely amazing. 

So finally we found one centleman who said just the opposite and 
furthermore, he had the figures to prove it. He further told us he 
has standardized his milk at 3.9 percent butterfat and sells it for 21 
cents or 23 cents home delivery and refuses to raise the price. He said 
he paid his route drivers $450 per month and that it cost him 1 cent 
to make delivery of a quart of milk. He stated that his bottling 
costs have not increased since 1935. Furthermore, he sells all his 
milk homogenized. 

| do not have this as proof, but | understand Mr. Bogert, the only 
time I saw the gentleman, was a businessman who got into the milk 
business in a left-handed unusual sort of way. He has done a remark 
able job. There is no question about it. I understand those farmers 
pay him $60,000 a year to run his business. He is probably worth 
twice that because of the results he is getting 

All my adult life I have suspected this could be done, or was being 
done, but this was the first time I ever heard a witness frank and 
honest enough to so testify. I feel I have documented, to some 
extent at least, my original assertion that the fluid-milk spread is 
unconscionably high, and is purposely kept there so as to force large 
quantities of milk mto the cheap class 3 group where even greater 
profits can be made from processing and manufacturing 

Armed with the power of subpena, and the ability to present the 
real facts to the consuming public, I believe one could unearth further 
evidence which would startle the American housewife and by force 
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of public opinion give the American dairy farmer an opportunity to 
operate for the first time in a truly free market. 

I have probably spoken too long, but the subject of milk does not 
admit of a few simple sentences. So in conclusion I would make 
these summary points: 

First, I do not,in'principlefobject to a transition from rigid to flexible 
price supports on dairy products. Surprisingly enough, I do not hear 
our New York dairymen protesting on this score, but they do strenu- 
ously object to being caught until 1955 in the price-cost squeeze 
between rigid supports on grain and flexible supports on milk. 

It was recently said that ‘feed grains made up only about 11 percent 
of the cost of producing milk. Respec ting as I do the author of this 
statement, I must nevertheless flatly disagre e on the basis of my own 
experience. In the Northeast we have a comparatively short growing 
season and as a result it is difficult to raise a good crop of grain. 

But even with a good yield a farmer is fortunate if he can produce 
half of his own requirements. In my county of St. Lawrence, which is 
probably 1 of the largest 3 milk-producing counties in the United 
States, we customarily buy a balanced dairy ration. Some years | 
have had no home-grown grain to contribute to this mixture. In our 
part of the State the average farmer figures his grain bill for a year 
will equal about one-third of his gross income from milk. That is 
really the rule of thumb that is used on Main Street. 

Regardless of percentages or any other statistical approach, it is 
by far the largest single item of expense he has during the year. It is 
primarily because of this fact that the boards of supervisors of nine 
of our leading dairy counties, having a population of over a million 
people, have joined i in the formation of an intere ounty joint committee 
to work for the relief of the dairy farmer who will be caught in this 
squeeze. 

The CHatrMAN. Senator Young? 

Senator Youne. What do you buy rere, PY way of grain? 

Judge Graves. We buy a balance of 16, 18, 20, or 22 percent dairy 
ration, mixed at the mill. I generally shy oats with barley in it to 
get some heft, as they say. If I take 10 bags of that—there are roughly 
3 bushels to a bag—if I take 10 bags of that to the mill they put about 
10 bags of gluten, distillers wheat, and whatever else they put in it, 
molasses and sugar, and it comes out as what is known as a 10-percent 
dairy ration. 

Senator YounG. The support price on oats and barley is 85 percent 
of parity. But on a feed basis, not on a malting basis. That is 
correct, is it not? 

Judge Graves. I did not quite understand you. 

Senator Younc. The support price of oats has been 85 percent of 
parity, also barley. 

Judge Graves. Quite frankly I do not know, nor have I ever 
followed that. I have to pay whatever they charge at the mill and 
that is it. 

Senator Young. That is optional, although the support price on 
corn is mandatory. 

Judge Graves. My understanding is that the support prices on 
wheat, cotton, corn, peanuts, rice, and tobaeco, those six, were the 
mandatory group and the rest were the flexible group. 
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Senator Youna. Optional. 

Judge Graves. Or optional. 

Senator Youne. The Secretary could support oats or barley at 
from nothing to 90 percent of parity. And he had been supporting it 
at 85 percent of parity using the modernized parity formula. 

The CHarrman. About 60 percent of the cost of dairy rations 
today goes for bran and soymeal. 

Judge Graves. That is very definitely in the mixture I buy. 

The CHArRMAN. Soymeal is by far the most expensive part of 
dairy rations. Bran is next. I had the staff check the cost of good 
dairy rations with the Department of Agriculture. They found that 
as of February 15 the cost of 100 pounds of dairy rations at Chicago, 
which was taken as a central point, was $3.07 a hundred. The 
average cost to the dairy producer was $4.06 a hundred. That 
means about 99 cents went into costs of handling, and I suppose 
vitamins, and a little extra cost for molasses. ‘Transportation cost 
got very high, and profit. 

Senator ELLenpeR. What percentage of the basic grains goes into 
dairy food? 

The CuartrMan. Out of a hundred pounds of dairy rations your 
grain farmer gets 70 cents for his grain, for corn and oats. 

Senator ELtenper. What I had in mind was the basic grains, 
those that are supported at 90 percent of parity. 

The CuHarrMaANn. That is corn and wheat although oats are also 
supported. 

Senator E.uenper. The judge makes the point that in 1955 he 
does not want to be in the squeeze. He says that if you have rigid 
supports for grains and flexible supports for milk, there will be a 
squeeze. I think it would be pertinent to find out the exact portion 
of the grain that goes to make this dairy feed. That is, the grain 
that is supported at 90 percent. 

Senator Youna. I think that varies with the region. In the Mid- 
west a high percentage of the grain feed to a dairy cow is oats and 
corn. 

Senator ELtenpEerR. You do not have any that is supported under 
rigid support prices. 

The CHarrman. The grain going into the dairy rations, except for 
soybeans, does not bring anywhere near 90 percent of parity. The 
average feed mixer was paying $1.42 for corn as of February 15. 
The support is $1.56. I forget what it was on oats. I believe it is 
80 cents for oats. I do not know exactly. The market price for oats 
is nearer the support level than that of corn. Senator Young can 
tell you. 

Senator Youna. It is nearer 85 percent on a national average basis 

Senator ELtenpEer. Can we have an answer to that question by 
anybody? If it cannot be answered now I would suggest that the 
committee staff obtain that information as to what percentage of the 
dairy feed is composed of grain that is supported at 90 percent of 
parity. That would include only corn and wheat. There are only 
two grains supported at 90 percent—corn and wheat 

Senator Youna. I got those figures a year ago from Dr. Wilcox. 
He made a study showing this. It would not be much trouble for 
him to get those figures for the record. 
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(The information requested is as follows:) 


Corn and wheat and their byproducts made up about 15 percent of the feed 
cost of the average dairy ration in 1953 and about 36 percent of the “grain” 


; ration 
fed to dairy cattle, as shown in the following table: 


Percent of total cost of 





Basic commodities 


Corn or corn products | 13 
Wheat and mill feed 
its 
Other conce trates 


19 | 15 
Hay and silag - | 


The Cuartrman. I think the committee has a job there to find out 
some of these things. At the first executive meeting we have, I want 
to take it up with the committee, to see what we had best do on some 
of it. It is very obvious that there are several factors in the dairy 
industry that need a little examination. 

At an early date I plan to ask the committee to undertake that 
study. 

Senator ELLeNpER. Judge Graves, when you mentioned this 
squeeze a while ago, I interpreted you to mean that it would be un- 
fair to the dairy people to have no price supports for them equal to 
what the grain people would receive. Am I right? 

Judge Graves. I want to treat both groups fairly. I am not in 
@ position, Senator, to tell you what exact percentage of the require- 
ments they have to buy is price supported. I do not characterize it 
as substantial. 

Senator ELLenper. Your complaint is that the dairy people would 
suffer if the Congress should impose, let’s say, rigid supports of say 
90 percent on the product that is used in the production of milk and 
not give you the equivalent in price supports. 

Judge Graves. I do not think there is any doubt about it. 

Senator ELttenper. That is why I think it is important to find out 
the percentage of the grain that is used in dairy production, that is, 
milk production, which is under the rigid price support system. 

The CuarrMan. Primarily corn, Senator Ellender, and the by- 
product from wheat. 

Will you continue, Judge Graves? 

Judge Graves. Secondly, I realize legislation has been proposed 
which calls for a 5-percent parity cut as distinguished from 15 percent. 
This would be helpful, but in lieu of such legislation I throw out this 
thought—would it not be reasonable to defer the effective date of the 
administrative order from April 1 to either October or November 1? 
I do not say defer making an order on April 1. I would suggest 
making the order on April 1 but having its effective date October 1, 
6 months hence. That might take care of some legal objections. 

Senator ELuenprR. The effect would be to let it remain at 90 
percent. 

Judge Graves. Exactly, for 6 months. I believe it would for this 
reason: Beginning in the fall of the year the average dairy cow is 
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finishing her lactation cycle and goes in the barn to be fed for approx- 
imately 5 or 6 months. That is certainly true in our country. 

In the fall of this year, if dairymen knew what to expect as a parity 
price, they could then cull their herds so as not to winter over so many 
animals with high-cost feed. On the other hand, it assaults a farmer’s 
sense of fairness to learn that after he has spent the time and money 
to winter his dairy he will then receive a severe cut in price just as 
they are ready to go out to grass. In other words, if we could defer 
the effective date of the April 1 order until 6 months hence, it would 
xo a long way toward solving the present dilemma. 

[t is a compromise | admit, but seemingly a fair one. 

Thirdly, and at the risk of some repetition I strongly urge that a 
congressional committee by a full use of its broad powers and publi 
prestige delve into this no man’s land between the farmer and the 
consumer which has traditionally resisted all efforts of invasion 
There is a rule of reason somewhere which should provide a fair profit 
for the labor of all men. This is the only approach that will ever 
lead to permanent solution of the dairy surplus problem. At least 
that is what I really believe. 

| have read with great interest and care the address made by 
Secretary Benson in New York City on February 24. I for one realize 
his task and duties are difficult in the extreme. I feel I sense his deep 
moral and spiritual convictions as he espouses his philosophy of ‘true 
abundance.”’ With such honesty of purpose one may not quarrel 
However, if he would but now couple his words with a program of 
dynamic action looking to a fair sharing of the food dollar our people, 
and certainly I, would be everlastingly grateful 

The CHarrMan. Thank you, Judge Graves. 

Are there further questions? 

Senator ANDERSON. Could we not put in the record following the 
fine statement he made about these companies that make such good 
prices and a little higher price to the farmer, a further reference to the 
article the chairman referred to about the national dairy profits? 

While their profits increased I notice the provision for Federal taxes 
included $7 865,000 of excess profits taxes, whereas last year there was 
only $5 million in that category, indicating they had had to pay 
$2% million additional excess profits taxes on top of the forty-some- 
million dollars of ordinary taxes which they paid. 

It would certainly indicate that the year was an extremely profitable 
one, far beyond anything that we might have anticipated. 

Judge Graves. These are the current figures for Borden 

Senator ANpERSON. That shows $22 million for taxes and I see 
that they list the increase in the excess profits taxes which they paid. 
[ am sure that a firm like National Dairy has a very high excess profits 
tax base, and to get up into the $7 million excess profits tax payment 
would indicate that they did very well 

It would certainly indicate that we need to check this program to 
decide whether the profits have gone to the farmer for whom they were 
intended, or have skipped the farmer and gone elsewhere. 

The CHAIRMAN. Senator Hickenlooper? 

Senator HickENLOooPER. Judge Graves, I am sorry that I did not 
get in on the beginning of what seems to be your very splendid discus- 
sion of this matter. I do notice that you refer to the declining price 
to the farmer. I have been unable to find here, although it may be 
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milk on the doorstep of the consumer was in New York during thi 


period. When the price of milk declined to the farmer did it declin 
to the consumer in, for instance, New York City or any of the other 


towns? 
Judge Graves. Theoretically, every time the price of milk to th 


farmer drops 44 cents a hundred pounds, that theoretically dictat: 
a cent drop to the consumer. An examination of those figures show 


that is not always so. The price of milk in New York City, which is 


controlled by the Federal order, is rather static. It does not mov: 
much. There are no price swings such as you find in the produc 
price, and the answer is very evident, Senator. 

There is no control over retail prices in New York State whatsoeve1 
They charge what they darn please for a quart of milk. 

The Cuarrman. But you have a minimum price. 

Judge Graves. No, a minimum price to the producer. 

The Cuatrman. Do you not have a milk control board in New 


York? 
Judge Graves. Not that fixes retail prices. 
The CuarrMan. Most of the States have a board that fixes 
Judge Graves. New Jersey does. 
The CuarrmMan. A minimum retail price. That, in effect, usually 


is the price. But there is no control against going high above that? 


Judge Graves. We have no control on retail prices. 
Senator ANprrson. Mr. Chairman, to follow along Senato: 
Hickenlooper’s questions, the Dairy Situation, published by th: 


Department of Agriculture for March 11, 1954, has this paragraph, 


on page 13 [reading]: 


In every year since the end of World War II the average differential betwee: 
the retail price per quart of milk in the United States and the farm value of tha 
equivalent of milk has increased over a year earlier as shown on the change. 

In 1953 this gross spread was 11.7 cents per quart, compared to 11.1 cents i 
1952, 9.6 to 10.7 cents, 1948 through 1951, and 8 cents in 1946. The farm valu 
of the retail equivalent dropped to less than 50 percent in 1953, the lowest fon 
the period beginning 1946. 

So the spread which existed has jumped from 8 cents to 11.7 cents 
or practically 50 percent. 

The Cuairman. Also, do not those figures represent the spread 
between class 1 price and the retail price, rather than between the 
blended price and the retail price? 

Senator ANpERSON. I think so, Mr. Chairman. 

The CuarrmMan. The spread between the price of all milk that the 
farmer produces and the consumer price would be rather more than 
that as evidenced at the present time with the farmer getting around 
9 cents, 8 cents in some parts of the country, and the retail price 
running 21 to 23 cents. 

Thank you, Judge Graves. 

We will file for the record at this point a newspaper clipping from 
the Watertown Daily Times of Thursday, March 11, 1954. 

(The material follows:) 





in your statement, a statement as to what the price of a quart of 
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[From the Watertown Daily Time Marcl 
BENSON AND Dairy Supports 


Secretary of Agriculture Benson is determined to pus! ! d 
in dairy support parity from 90 to 75 percent. He told the H e Agricult 
Committee, Wednesday, that the parity must be reduced in ord o end 
problem that the Government has in the storage of butter 
He says that the time is fast approaching when it is absolute 
these stored products or be confronted with the costly and emban 
of spoilage. 

If there ever was an example of mixing up the dairy problem, 
this instance of worrying more about surplus than worrying al 
farmers who must base their method of living on what they receive 
of milk. Washington will have to produce a much better set of sts 
has so far to prove that the problem of surpl is is greater than the 
dairy farmer who is faced with a cut in his income that will ru 
15 percent. Here is an instance where farmer dislocation is far m 
the problem of what to do with the surplus farm products 

Secretary Benson also said that the problem of surplus in the case of the basic 
‘rops is not as serious because they do not spoil. The basic crops are wheat, 
corn, cotton, rice, tobacco, and peanuts. Thus the critical difference is does the 
product spoil; the problem is not whether there is a surplus. 

The dairy farmer has been the victim for many, many yes 
his milk spoils. The big dealers have always been in an a 
when the farmer talks about withholding his milk from 

hat if the milk is held back, it spoils, and is worthless 

at whatever price it will bring. Route men go on strike 
the farmer has no market for his milk because he canno 
poil in the plants of the distributors. Certainly the 
subjected to loss if the milk spoils. It is the farmer’s | 
traditional concept that the producer of a perishable product 
victim because of the fact of perishability, therefore, it is quite LOS¢ 
who are counseling on dairy matters in Washington to forget about the producer 
and concentrate on the fear of embarrassment if the surplus dairy products 
spoil 

Mr. Benson informed the House Agriculture Committee that a reduction in 
parity from 90 percent would result in practically no change in consumer retail 
costs. Those earlier reports of what was going to happen to milk when the 
parity dropped from 90 to 75 percent set up a prospect that the consumer might be 
able to buy butter, milk, and cheese at substantially lower prices. That prospect 
never did exist, and it is about time that the consumer should realize the drop of 
15 points in parity will mean nothing to him. 

There is growing sentiment in the Congress that parity on the basic crops, and 
dairy products are not a basic, will be renewed after the end of 1954. Dairy 
products have been handled differently. Their parity has been established 
through administrative decision. That administrative decision has to be made 
prior to April 1 each year. The parity on basic crops of 90 percent is the result of 
specific legislation directing the Secretary to carry out a 90 percent program. 
The specific legislation runs out December 31, 1954. Wheat, corn, and cotton 
representatives are lining up quickly to legislate 90 percent parity for their crops, 
regardless of how the Agriculture Secretary feels. By watching him drop the 
parity on dairy products from 90 to 75 percent, they foresee where their parity 
will land in 1955. They are forewarned and therefore are forearmed. Those 
who would advocate that all parities come down at the same time may be on 
relatively sound ground. Yet prospect, short of specific legislation on dairy 
product parity, is that next year at this time the basics will still be 90 percent 
supported because of new legislation, and the dairy products will be supported at 
75 percent. This discrimination will continue until there is positive action by 
the Congress on dairy supports. 


The CuarrMan. Our next witness is on the selling end of the dairy 
business, Mr. Albert Lowenfels, board chairman of the Hotel Bar 
Butter Co., of New York City. 

We are glad to have you with us, Mr. Lowenfels. I believe you 
were very much in the news last year 
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STATEMENT OF ALBERT LOWENFELS, CHAIRMAN OF THE 
BOARD, HOTEL BAR BUTTER CO., NEW YORK, N. Y. 


Mr. LowEnFELs. Yes, sir; we were. 

The Cuarrman. When you tried to find out if the consumer woul 
buy butter at a lower price? 

Mr. Lowenrets. Yes, sir; we were. We ran a 1 -day sale in New 
York at 55 cents a pound in one store. 

The CuarrMan. Does your statement give us the results of that 
sale? And if not, will you tell us what happened? 

Mr. Lowenrets. My statement does not include this. I have i 


here. We sold butter at 55 cents. We lost 11 cents because of the 


Government support. In one store we limited the sale to 1 poun 
per customer. That store sold 5,000 pounds in 10 hours whereas it 


usually sells six to nine hundred pounds over a weekend. The police 


were called in to stop the crowds. 

The CuarrmMan. And you decided not to continue the sale as 
regular practice? 

Mr. Lowenrets. [ think we achieved our object, Senator, becaus: 
you heard of it, and some of the others. 

The Cuarrman. I think a lot of people heard of it. 

Senator ELLENDER. That was expensive advertising; was it not? 

Mr. Lowenrets. I do not think so. 

The CuarrMAN. It was pretty good advertising. 

Will you proceed with your statement? 

Mr. Lowenrets. I think I am going to be the most unpopula: 
man who has appeared here. I appreciate this opportunity to appear 
before this committee and show you a side of the butter problem 
you may not have heard before. 

My name is Albert Lowenfels and I am the chairman of the board 
of the Hotel Bar Butter Co. of New York City, the largest independent 
distributor of a brand of butter in the United States. i dealt 
daily with consumers for more than 47 years, I believe I am mor 
qualified than any other individual to tell this ee what the 
average consumer thinks of high butter prices. 

For the record, I am heartily in favor of Secretary of Agricultur 
Benson cutting butter support prices from 90 percent to 75 percent of 
parity. From. my experience I can tell you that every consume! 
is behind Mr. Benson in this plan. 

Congress can write all the laws it wants about how to handle the 
surplus butter problem. Butter will never get back on American 
dining tables unless the American housewife likes the retail price of 
butter. Government rules which have kept butter prices high have 
made millions of women sore. 

Here are some facts: The annual consumption of butter has dropped 
from 17 pounds per person in 1940 to an all time low of about 8% 
pounds per person last year. Those figures are from the Department 
of Agriculture. 

Oleomargarine consumption has jumped to the point where today 
people eat as much margarine as they do butter. The reason for this 
is mainly because the price of butter has been so high. I do not think 
that anybody would buy margarine if it was the same price or close 
to the price of butter. 
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Have high supports really helped the dairy farmer? First of all 
dairy farmers have already lost 50 percent of their butter market to 
margarine. At the present rate of butter consumption the Govern- 
ment will soon end up as the dairy farmer’s only customer for butter. 

Second, the United States Department of Agriculture forecasts a 
1954 milk production of 124 billion pounds, which is an increase of 
3 billion pounds over 1953’s milk production. Last year the Govern- 
ment had to buy 316 million pounds of butter. Based on the milk 
production for next year, the Government will have to buy more than 
400 million pounds of butter before the end of 1954. The Government 
will wind up owning about 700 million pounds of surplus butter before 
next Christmas and there is not enough available warehouse space for 
that much butter. 

The Government cannot continue to buy such astronomical amounts 
of butter forever and when the Government buying finally stops, the 
price of butter will have dropped so low that the dairy farmers will be 
ruined. By that time margarine will have become the basic table 
spread instead of butter. This is not some sour prediction from a 
politician but a sound analysis of the future of butter from a practical 
businessman who has seen what has happened since high price supports 
replaced free enterprise among dairy farmers. 

You have had a lot of plans proposed in the last several days. 
There is only one plan which will do any good. Lower the price of 
butter so that consumers will buy it again. Secretary Benson has the 
right idea with his post-April 1 program. He wants to get dairy 
farmers to sell butter to people instead of to warehouses. 

The American housewife is no fool. She knows that she is paying 
twice for every pound of butter she buys. First she pays a high price 
for butter and second she has to pay the taxes to keep those prices 
high. And that is why she is not buying much butter today. 

There is only one thing this committee can do if you really want to 
be fair to the dairy farmer and the consumer. You must endorse 
Secretary Benson’s wise move in lowering supports on butter. You 
will get a lot of grumbling if you do but most of the grumbling will 
come from a few noisy farm lobbyists and inefficient farmers who can 
only say ‘Gimme, gimme” with no interest in the future of the dairy 
industry. 

The efficient dairy farmer who is proud of the fine foods he produces 
does not want to have to look for handouts from the Government 
The Secretary’s program will put him back on the road to free enter- 
prise. 

Possibly you gentlemen heard the resentment when someone sug- 
gested that we sell our surplus butter to Russia at a low price. The 
American people rebelled when they thought the Government might 
give away to Russia the butter that we could not afford to buy. 

In my opinion that big noise would only be a murmur compared to 
the clamor that will be raised if you continue high butter supports for 
another year. Every elected official who hampers Mr. Benson from 
enacting his new program will surely drown in a political sea of surplus 
butter next November. 

The Cuarrman. Thank you, Mr. Lowenfels. We have not had any 
testimony like that before. I do not know whether the members of 
the committee have any questions to ask or not, or any comment. 
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Senator ELuenper. I have a question. 
The CHarrMaAN. Senator Ellender. 
Senator ELLENDER. You distribute butter? 


Mr. LowenrFets. Yes, sir. 
Senator ExLeNpDER. Where do you buy your butter? 
Mr. Lowenre.s. From the creameries. 


Senator ELtenper. What is your markup? 

Mr. Lowenreis. Our gross markup is—-we package the butter. 
Our markup is less than 3 percent. 

Senator ELLENpDER. Less than 3 percent? 

Mr. Lowenrexs. Gross. Aside from the cost of packaging. 

Senator ELLENDER. What is the cost of packaging? 

Mr. Lowenrets. Our gross markup, we are paying today 66 
around there—that is the Government price for butter—and we ar 
selling it, printed, and distributing it and financing it and selling it, 
at 70 cents to the stores and warehouses. 

I think, gentlemen, that there is less markup on butter than on 
any other food that a woman buys. It is a highly competitive item 

Senator EtunenperR. Have your prices or markup changed in th« 
last 10 years? 

Mr. Lowenrexs. Yes. We are now paying our porters from $60 
o $80 a week, instead of $25 to $30. We are paying our print room 
employees who print the butter—in 1941 we were paying them $19 
to $25 a week, and they are now getting more than two to three times 
that. 

Senator ELtenper. What is the spread now compared to then? 

Mr. Lowenre ts. | would say our spread—it is hard to say because 
we were dealing with 40-cent butter then. I think our percentage is 
about the same. 

Senator ELLENDER. 3 percent? 

Mr. Lowenrens. Yes. And I know that because we have a low in 
New York, in the city of New York, which has to do with profit 
margins. 

Senator ELtenpder. You mean that makes you do that? 

Mr. Lowenrets. If you make more than 3 percent you are penal- 
ized by the city of New York under a certain tax law that is too devious 
to go into. 

Senator EttenperR. That may be why the spread is not so great as 
it is in other places. 

Mr. Lowenrets. No, I do not think so. I think throughout the 
United States butter is handled on a lower margin, especially consider- 
ing that the farmer gets butterfat price whereas the consumer gets 
20 percent moisture and things like that, I think—— 

Senator ELtenper. What is the minimum price you think butter 
should be selling for now in order to get the housewife to buy it, with 
oleomargarine at say 30 cents? Is that not about the price of oleo? 
Good oleo? 

Mr. Lowenre.s. You can buy good oleo selling in stores for 24 to 
25 cents. 

Senator ELLENpER. Assuming that the oleo sells for 25 cents a 
pound what would butter have so sell for in order to make butte: 
move? 

Mr. Lowrnrets. The last time we had a support price of 60 cents 
was a few years ago. I have not the figures here but somebody can 








dig tl 
time 


What 
buy | 
omp 
Th 
Sel 


Mi 


kind 
men 


year 


cel 
at 

lat 
if: 


cere 


GENERAL FARM PROGRAM 485 


dig them up. They had to buy millions of pounds of butter at that 
time at that price. 

Senator Ture. Mr. Chairman, he is not answering the question. 
What would the price of butter have to be to induce the housewife to 
buy it? Where would butter have to be priced in order to make 
competitive with oleomargarine? Those are the questions 

The Cuarrman. In order to sell how much? 

Senator ELLenprER. To make it move. 

Mr. LowEenFELs. Senator, it is anybody’s guess. 

Senator Toyz. You have made a pretty positive statement here 
You must surely have some ideas or otherwise your statement is not 
worth the paper it is written on. 

Mr. LowenrFeE.s. | would say that if there were no controls of any 
kind, and the butter market was left to its own fate, with no Govern- 
ment buying at all, it would hit around 45 to 50 cents wholesale this 
year. That would attract private industry to take the surplus over. 

Senator Ture. You think then that the housewife would pay 40 
cents for the butter if she could buy good oleo for 25 cents? 

Mr. LowenFets. Oh, ves. 

Senator E.Lenper. That is wholesale, Senator. He said wholesale 
at that. 

Mr. LowenFe.s. I think they would pay 45 to 49. Stores love to 
cut butter prices at any opportunity. 

Senator THyr. Where do you buy your butter? 

Mr. LowEnFets. From the creameries, from other wholesalers. 

Senator Toyz. What creameries? 

Mr. LowenFrets. We buy some from New York State, from 
Vermont. 

Senator THyr. What kind of creameries do you buy from? 

Mr. Lowenrets. Cooperative creameries mostly. The only cream- 
eries that make fine butter are small creameries. 

Senator Tuyr. Can you give us some names where you buy? 

Senator ANpEeRSON. Do you buy in Minnesota, for example, 
Senator Thye’s State? 

Senator Tuyr. Can you give us some creameries’ names that you 
buy from? 

Mr. Lowenre.s. Yes. 

Senator Toyz. You have made a statement here and | am trymg 
to find out what basis exists for your statement, and where you buy 
your butter. 

Mr. LowrenFe.s. We have been buying most of our butter for the 
last few years on the open market in New York and Chicago, because 
we find we can buy to better advantage that way. 

Senator Taye. And you can buy wholesale? 

Mr. Lowenrets. We buy the butter wholesale but we do receive 
from creameries (1), for example, in the Senator’s State, of Milton, Vt. 
a very large cooperative up there. 

Senator Tarr. Where do you buy in the Northwest? 

Mr. Lowenrets. We bought most of our butter when we were re- 
ceiving it from the State of Kansas. There is a large creamery there 
at Selby, possibly the second largest in the United States. The 
largest that handles this butter is in Remus, Mich. I do not know 


if vou gentlemen are familiar with that creamery. It is a phenomenal 
creamery. 
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Senator Ture. How much butter do you handle a year? 

Mr. Lowrenrets. We sell 300,000 pounds of our own brand every 
week. 

Senator ScHorrre.. Every week? 

Mr. Lowenre.s. Every week. I do not think any other ind 
pendent sells anything like that. 

Senator ELLENDER. How does that compare with 2 years ago? 

Mr. Lowenrets. We are selling more than last year, but less than 
a year before. I might say, and I can send the committee a sheaf of 
material that we advertise to the hilt on radio, television, newspapers 
We merchandise. We are doing things all the time to try to sell 
more butter. ; 

Senator ELLeENDER. How much could you pay the Government fo 
butter that it now has on hand and sell it for the price at which you 
say it will move; that is, about 49 cents a pound retail? 

Mr. Lowrenrexs. If we could buy the butter at say 45 cents 

Senator Extenper. From the Government? 

Mr. Lowenre.ts. From the Government; 44 or 45 cents-—pardon 
me, I am thinking of the wholesale level. I think if the Government 
butter could be bought for 40 cents, it could be retailed for 49. 

Senator ELLeENDER. That is by your concern? 

Mr. Lowenre ts. It has to go through me to be packaged. Then 
it has to go to a man to put it in the stores. There are 20,000 retail 
stores in New York, and that is a margin there; and the stores’ profits 

Senator ELLeNpeER. All that could be done for 9 cents? 

Mr. Lowenrets. | think so. I wrote a letter 

Senator ELLeENpER. Wait a minute. Let us get to the bottom of 
this. Is it your judgment that this butter could be handled from the 
Government to the retailer for 9 cents a pound? 

Mr. LowEnFELs. Oh, yes. I think it is being handled for that now 

The CHainman. You mean to the consumer for 9 cents a pound 
from the Government to the consumer? 

Mr. Lowenrets. From the Government to the consumer. 

Senator ELLENDER. For 9 cents a pound? 

Mr. Lowenrets. I wired Secretary Benson with respect to this 
surplus some months ago urging a plan whereby he would sell it in 
proper channels in carload lots of 30 cents, and that he could work a 
deal out with the trade whereas it would get to the consumers at 39 
cents, providing they bought a pound of regular butter with it so that 
this would not just throw more butter back to the Government. 

Senator ELLenper. It is your judgment that if butter were to 
retail at 49 cents you could move it with oleomargarine selling for 
29 cents? 

Mr. LowenFE.Ls. Move enough of it so that the Government would 
not have to buy this surplus. Oleo would still be bought. In the 
South there is more oleo bought than in some sections. 

Senator YounG. May I ask you to yield for a question? 

The CHAIRMAN. Senator Young. 

Senator Youne. Do you think the farmer could produce butter at 
49 cents a pound? 

Mr. Lowrenre.ts. I am a distributor 

Senator Younc. You know that no dairy man could produce butter 
for 49 cents a pound with the present cost conditions, do you not? 
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Mr. LoweEnFe.s. | suggested a subsidy plan, that the butter market 
be allowed to go to whatever it hit, and the Government make the 
difference up between that price and the support price. 1 wrote 
Representative Andresen, | have written Senator Aiken, and all the 
answer I got—and | do not know anything about polities, I am just 
a businessman—the only answer I got is that that was the Brannan 
plan and it was no good for that reason. 

The Cuarrman. | did not tell you that. 

Mr. LowenFets. No; vou did not tell me that. 

Senator ANDERSON. You recognize, of course, that that was not 
the Brannan plan. 

Mr. Lowenrets. I do not know what the Brannan plan was. | 
thought this was the Hotel Bar plan. They told me it was the 
Brannan plan. 

Senator ANDERSON. Production payments have been tried in the 
Department of Agriculture since 1935. They were used in the wool 
bill which was sent out by the Department of Agriculture in 1947. 
They were involved in the Agricultural Act of 1948, which was 
originally suggested in the Department in 1947. It is unfortunate 
that because there were other features in the programs brought out 
by Secretary Brannan that production payments, which originated 
by Prof. Ted Schultz at the University of Chicago, have been branded 
with a brand that does not belong upon it 

We ought not to reject a useful device no matter whose idea it was, 
even if it happened to come from 

Senator Witney. New York 

Senator ANpERSON. Anybody. 

The CuarrMan. In justice to Mr. Brannan, he never claimed that 
was his original idea. Also there seemed to be people who feel that 
if a suggestion is made that they do not like, if they can in some way 
call it the Brannan plan, that is sure death to it. 

Mr. Lowenrets. | have letters from Congressmen with those 
words. No reason except that that is the Brannan plan. I think that 
this would not solve the problem of overproduction. For example, 
you might overproduce butter at a Government-support price of 60 
cents, but it definitely would get it into consumers’ hands if you had 
a subsidy. 

For example, if the market went to 40 cents, and the butter moved, 
the consumer at least is getting the benefit of the 16 cents and the 
Government saves money. Everybody is happy. 

Senator ANpeRson. When they discussed this program a while ago 
it was quite clearly pointed out that the spread from the Government 
price to the retail price would have to be at least 13 cents. That 
makes a whole lot of difference in the price of butter; does it not? 
You say it can be held at 9 cents 

Mr. Lowenrets. That is my opinion 

Senator ANDERSON. In other words, you would not feel that there 
had to be a fixed 13 cent loading on every pound of butter? 

Mr. Lowenrets. No. I think this, and you will see it yourself 
on the Ist of April: Every store will come out with big headlines on 
how cheap butter is, because I do not think Judge Graves’ plan of 
postponement has | chance in 10 million of going through. 

Senator ANDERSON. I think the Secretary of Agriculture has some 
responsibilities under the law. He cannot support or should not 
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support'the 
production. 
‘hen you are going to have 
will consume he probably has 
You can change that law. 
[r. LOWENFELS. Judge Gra Ves just suggested that it be po 
Senator ANDERson, I do not think he can Postpone it. 
Congress can, | do not think the Secretary can. 
Mr LOWENFELS. You will see signs all over. 
support price will be 60 Cents or around there. 
Senator ANDERSON, Fifty-eight cents. 
Mr. LOWENFELs. And the Government \ ll buy 
butter possible at 58 cents. You y ll see plenty of signs right here in 
‘ashington, or Ney Mexico, or any place, with butter at 65 cents. 
Which proves my contention. You have seen it happen. The Goy 
ernment will buy it at 66. It is handled at & low margin. When |] 
say 9 cents a pound | am quite safe. Ip fact, I am OVerstating it. 


The Cuarrman. If they should lose a little on butter. they will make 
it UP On coffee. 


Senator Tuyp. Why do you not 
ask the producer to take all the 
money on it now. Why do your 
loss with the producer? 

Mr. LOWENFELS, Sir. if the producer js not mak 
he producing more than he ever did before? 

Senator Tuyr. You cannot shut off the 
would cancel orders of butter. The 
to increase the production and he did exactly what he was a 
his own Government, The fact is that you have to have a 

you can milk her, and you have to have a calf before you have a cow. 

and if it takes 2 Years to grow a cow to production then you cannot 
just simply shut this off now that you have it. You have the pro 
duction that the Government asked for and You are going to have to 
carry it out until economically you can taper it off. 
you sell the cow now you aggravate the bee 
beef is already in distress. ‘So you have an 
your hands. 
Common sense tel]s you if you ruin the f 
Problem that may involve this Nation 
you not become so liberal in your vi 
OSs instead of wanting 
ago, and as vou did 15 

Take your loss along 
to help sell more butter. 

Ir. Lowenrens Every now and then, sir, we do take a loss to 

try to stimulate butter. 

Senator Tuys. You do not 
farmers to do it. 

Mr. Lowenrets. As a sale. 
have here the Farm Journal] for 
Papers here, too. 

Senator Tuyg, | have read the same story, 


Mr. Lowenreis. You have read the same story? 
Senator Tuyr, Yes. 


level ofjbutter higher than hecessary to bring out sufficient 


400 million pounds more than the trade 
to go to the lowest level] of that law. 


stponed. 
I think the 


The Governmen} 


all the grade \ 
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1e producer is not making 
lot take a little loss and share that 
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Ww before 


f situation, and 
economic problem on 


farmer you have an economic 
in a depression. So why do 
ews how that you suffer a little 
to write vour profit here as you did 10 years 
years ago? 
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Mr. LowenrFe.s. I think that many farm representatives do not 
represent the views of the farmers. I have Hordes’ Dairymen, an 
excerpt from that. And the Dairy Record, the leading butter paper 
in the United States. Editorial after editorial is not in favor of 
such high supports. They certainly rely on farmers and dairymen. 

Senator Toyr. You had better take a trip out through the Middle 
West and spend a little time with the man who produces that milk, 
and do not spend the time with the men who write these editorials 

The CHAtRMAN. Senator Young 

Senator YounGe. Would you think all these Congressmen and Sena 
tors up for election are stupid when they want 90 percent supports as 
against flexible? Do you think in so doing they are stupid politically? 

Mr. Lowenrens. I think that there is a rabid minority of farmers 
who cannot see from here to here indicating] and are clamoring for 
90 percent to take this butter and milk away from people’s tables 

Senator Young. If there is only a minority, why do you think so 
many Congressmen go out and advocate flexible supports over the 
whole Midwest area? 

Mr. Lowenrets. | think that they are making themselves heard 
There are plenty of farmers’ wives and other consumers in any agri 
cultural area who would be glad to get lower prices. If you are from 
Minnesota, there are plenty of people living in Minneapolis or St 
Paul or other cities. And they all vote. 

Senator Young. Have you ever looked at a farm poll on flexible 
supports as against 90-percent supports? A poll takea of farmers? 

Mr. LowrenrFe.s. No, sir. 

Senator Youna. You have been reading the editorials. You 
not know what the farmers are thinking 

The CuarrMan. Are there any further questions? 

If not we thank you, Mr. Lowenfels 

We are glad to note the presence of the senior Senator from Wis 
consin, Senator Wiley, who is with us this morning. We had expected 
to hear from one of his constituents, Mr. William Perdue, of the Pure 
Milk Products Cooperative of Fond du Lac, but Mr. Perdue has asked 
to have a little more time in which to prepare his formal statement 
We will hear him this morning with a short statement. 


STATEMENT OF WILLIAM O. PERDUE, MANAGER, PURE MILK 
PRODUCTS COOPERATIVE, FOND DU LAC, WIS. 


Mr. Prrovr. I am William O. Perdue. I am manager of Pure 
Milk Products Cooperative at Fond du Lac, Wis. We have about 
18,000 dairy farmer members that produced 1,666 million pounds of 
milk last year. It is the largest milk producers cooperative in 
America. 

I certainly would like the privilege of appearing again with a 
prepared statement to try to refute some of the material that has 
been presented today and yesterday. Yesterday we heard witnesses 
appear here before you representing about seven different mstitu- 
tions—milk and dry milk institute, National Butter Association, and 
all those people. Every one of them were proprietory people. You 
heard the witness just now 

If you had seen the ‘‘44 to 4”’ task committee that the Secretary of 
Agriculture had called in to help make a plan for dairy farmers this 
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would have been more sickening to you this morning, far more than 
it is now. Some of the same witnesses that sat here yesterday and 
again today appearing for low support prices, they were not the ones 
that were seeking to be statesmen. They were the ones that were 
seeking to get the farmer’s last penny if they could. Those are 
harsh words. We deal with most of those people. But it just is not 
fair to have that kind of a record all cluttered up here with a group 
that represents a little less than 3 percent of the total investment of 
the Nation’s agriculture in dairying. 

The whole group that have appeared here, including the man who 
just left this chair, Mr. Lowenfels, have got less than 3 percent of the 
total capital invested in American dairies. The American dairy 
farmer I think runs a little over $19 billion in investment, less than 
3 percent of that being left to the people who have been talking to 
you about how to fix the dairy farmers’ program. 

I am speaking for the dairy farmers of Wisconsin, about 18,000 of 
them. Sure they do not all agree with it. We have people there who 
are members of the Farm Bureau, the Grange, and the Farmer’s 
Union. We cannot ever find any organization that can rightfully 
say they speak for all the farmers. But I can rightfully say that I am 
speaking for the majority of the farmers in the State of Wisconsin, 
expressed by their own statements, notwithstanding our organization 
or any Other organization. 

They want not less than 90 percent of parity as long as these com- 
modities are being supported or offered to be supported, that they 
have to buy. ‘This reduction is not a 12-month reduction. It went 
into effect the Ist day of February when the Secretary made his 
announcement on the 15th. It means over $95 million lost to the 
Wisconsin farmers alone. It means to our own producers, the mem- 
bers of Pure Milk Products, a little better than $10 million, and the 
man that can sit here and try to tell you that they have any solution 
for our problem is not in my mind doing justice to their own industry 
or to our national economy. 

Senator ANDERSON. Do you have one? 

Mr. Perpur. I want to be on record as expressing the highest 
regard for Secretary of Agriculture Benson. I regard his integrity 
beyond reproach. I think he has been misguided. I think he is 
misguided by the task committee. I said 44 to 4. I was on the 
Secretary’s task committee, thanks to some of the gentlemen in this 
room, this committee. I earnestly tried to give our own views in 
competition with the so-called 22-man committee with about 4 farm 
representatives in the committee. 

A telegram coming out to us in November at Houston, at our annual 
convention, said if you care to bring some technical adviser you may do 
so. The industry brought the technical advisers along to pack the com- 
mittee. I do not mean that as harsh criticism of the Secretary. I[ 
mean if the farmers are to have a program that they ought to be able 
to advise with the Secretary without the interference of the people 
who are buying the product low enough to break the farmer. 

I would like to prepare or give to the committee a prepared state- 
ment on a culling program. I will touch on that briefly and quit. | 
will try to answer your question, Senator. 

Senator ANDERSON. I want to know what you want to do with 
300 million pounds we have so far, and 400 million pounds we are 
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likely to get this year, and so forth. Do you feel that we should just 
keep it? 

Mr. Perpur. No, sit 

Senator ANDERSON. What should we do? 

Mr. Peroux. One, dispose of our surpluses that we have on 
hand now. 

Senator ANDERSON. At what price? 

Mr. Perpur. Thirty cents a pound would certainly be 30 times 
better than giving it tosomebody. Iam not picking at this statement 
here of selling back to the industry at half price and making it available 
to the consumer. I am not objecting to the subsidizing of the con- 
sumer, if that is what you want, and subsidies to me are a most dis- 
tasteful thing. 

You know that when you were Secretary I appeared before you 
time after time and made those statements and commended you for 
the things you did to get the prices to the farmers in Wisconsin and all 
over the Nation. I am not selling you a Brannan plan. It is not a 
Brannan plan at all. 

Dean Froker, of the University of Wisconsin, College of Agricul- 
ture, is the gentleman who in my mind—I am not speaking for him, 
I am telling you what my opinion is—developed most of the so-called 
Brannan plan. He was awarded some kind of a reward for his paper 
through the economic society of some nature from the university for it. 

Senator ANDERSON. I seems to me that the award was made by the 
Department of Agriculture some time ago. 

Mr. Perpve. Yes, sir. 

The Cuarrman. Do vou feel, Mr. Perdue, that the farmers have 
been receiving the support to which they have been entitled? 

Mr. Perpur. No, sir, they have not in Wisconsin. When the 
support price was announced, I think roughly—I would like per- 
mission to correct the figures for the record-—l think it should have 
yielded $3.34 a hundredweight or thereabout for 3.5 milk for last 
year, and it would have come out about the same for this year if it 
had been at 90 percent. 

We have with one exception in the State of Wisconsin since this 
has been in effect had, by the major plants, never received 90 percent 
of parity. We never have. Now we come out with this so-called 
flexible, the backbreaker, that 75 percent of parity. The industry 
did not wait for April 1. They cut their prices from 15 to 25 cents 

hundredweight as of the Ist of February. 

The Government said, “We will buy that butter back from you 
we know they have to to protect their inventories—at 90 percent of 
parity. And you may have up to April 15 on their cheese, or at 
least say the last day of the month. Then you can buy it back from 
us—you will not eve n have to move it to us—at 75 percent of parity 

So why would not a man sit here and say, “Yes, let it go on down.” 
Then they hope, with the crocodile tears that have been shed here 
about high supports, they hope to come back here, and they are 
- aying that we will win and that we will not be cut back more than 
+ percent, and then they can sell it back to the Government, after 
buvhig it at 75, at 85 percent of parity. 

The Cuairman. You would say that the creamery operators who 
cut the price for February and March are going to get their 90 percent 
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from the Commodity Credit Corporation and simply pocket the 
difference, which properly belongs to the farmers? 

Mr. Perpur. That is correct. 

The CuarrmMan. And they have been doing that to some extent. 

Mr. Prerpvur. That would be a little bit better than your inter- 
national deal, Senator Anderson. 

Senator ANDERSON. That is why I say I do not believe these pro- 
grams are much good unless the farmer is the final recipient of the 
support price. If all we do is support the producers, and the proc- 
essors——— 

Mr. Perpug. You are not supporting the producers at all. Excuse 
me for interrupting. 

The CHAIRMAN. Price supports are not effective unless we find a 
way to enforce them. 

Senator ANDERSON. | would like to hear more about the 44 to 4 
meeting. ‘That seems to be the very essence of the thing. 

Mr. Perpvue. | have criticized you openly; you know that; but | 
have never criticized you openly at any time for doing things against 
us without giving us a chance to express ourselves. I am not criticiz- 
ing Secretary Benson but I am criticizing some of the people that 
you left over there to advise him. 

Senator ANperRsON. If I have left any people over there to advise 
him and they are still there, it is because they have not found them 
out. They fired Mr. Gordon the other day, one of the best men who 
has ever been in the Department of Agriculture, and I will say it over 
and over and over again. 

Mr. Perpvue. I do, too. I think he was a fine man. 

Senator ANDERSON. | am sorry that there are people over there 
who still feel free to talk to me. 

Mr. Perpur. | admire the integrity of the Senator and Mr. Ben- 
son; I admire him highly. As a matter of fact 1 got quite a going 
over in the papers out there about being one of the blocking backs 
for the GOP party that had left the line and was out now cheering 
on the sidelines for socialism. 

If this is socialism, boy, you can put me down as one of them. 

Senator Youna. You and | are in the same boat. 

The CuarrmMan. Senator Thye? 

Senator Toye. Mr. Chairman, I am greatly in sympathy with the 
expression here that he is being eriticized because he stood up and 
tried to protect the producers’ viewpoint and the producers’ interest. 
| go back to the statement that only a few years ago this Govern- 
ment asked the producers for production. The producer saved the 
heifer calves, grew them into matured heifers, and those cows came 
into production this past year, and it was the first time that they 
could possibly have been in production after the time of the Korean 
crisis. 

You cannot, in any sense, shut off the spigots on that animal when 
she comes into her lactation period. If you ship her to South St. 
Paul, Salt Lake City, or Sioux City, you clutter up the market that 
has already gone bad in beef. Therefore the producer had two choices, 
either sell the animal at a sacrifice or continue milking the animal that 
he had been asked to raise for the purpose. 

He has produced the milk and he received scarcely 84 percent of 
parity in the past year. A man cannot be asked to produce milk 
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at 84 percent of parity under present inflationary operating expenses 
and still remain solvent. A lot of the youth involved are the boys 
who fought World War II and the Korean war They are the boys 
that are operating these dairy farms under obligations of ten, twelve, 
or fifteen thousand dollars. 

If we let those boys go under because we permit somebody to 
advocate a program that will ruin the dairy producer’s prices, then we 
are just going to start right back over here appropriating for public- 
works programs to throw some kind of works program up to give 
them employment after you have put them through the wringer 
of a foreclosure sale. 

Mr. Perpur. What you are asking, Senator 

Senator Ture. That is why I will fight here to the very end in 
order to protect these men against ruinous price drops until such time 
as we can work him out of his problem. 

Mr. Perpur. Senator Thye, what we are doing, consciously or 
unconsciously, we have sent those boys over there and they have 
given everything they had in them. We took the young blood of 
our Nation. The older men may weather some of this. Our presi- 
dent, Bill Groves, was here a little while azo. He has left now. His 
farm is paid for. He said: 

Bill, I might starve through this thing, but it makes my heart bleed to think that 
we sent our Wisconsin boys and the Middle West boys out. They fought their 
hearts out for a cause that they could not see, and then we bring them back here, 
those that came back and were able to get credit, and instead of letting them get 
killed over there we are going to starve them to death over here. 

That is exactly what this is doing. I would like to make a comment 
about the cows. 

The CHatrMAN. Senator Wiley apparently has a question on his 
mind. We would be glad to have you relieve yourself of that pres- 
sure, Senator Wiley, and ask the question. 

Senator Wiiey. I am not conscious of any pressure. I am con- 
scious of the fact that the Senator from Minnesota seems to give a 
lot of credit to the calf and the cow, but no credit to the bull. 

I do want to say something. It was my good fortune a number 
of years ago to be a member of this committee. [| am not now a mem- 
ber and I appreciate, Mr. Chairman, the opportunity to make a 
statement. Iam very happy to see our friends here from Wisconsin 
Bill Perdue was one of those Texans who came north. He was born 
in Texas and we are proud that he has come into our State. He is 
doing a grand job there with that fighting spirit he demonstrated 
here today. 

When | heard the astounding figures, when he said that if the present 
program were carried out it would mean a $90 million loss to the econ- 
omy of my State, I recall I said on the floor of the Senate that we must 
not look at this matter simply from the producers’ angle. What does 
this loss mean to the economic health of Wisconsin? What does it 
mean to the storekeepers? Already because the farmers’ prices have 
gone down we have some 6,000 or 7,000 unemployed in Kenosha and 
Racine, 6,000 or 7,000 in Milwaukee who have been manufacturing 
farm products. 

Farmers cannot buy them. You cannot for one minute think 
that if you are going to deplete the economic health of one segment 
of your economy that you are going to benefit any other segment. 
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It seems to me that you cannot simply look at it from the butter 
angle. 

| know something about this farm situation because I am a farmer, 
having conducted a farm for 30 years. It is not in what you call ; 
milkshed area. In some of those places, like southern Wisconsin 
where they are near the Chicago milk area, they are pretty well pro- 
tected. But you cannot, as the Senator from Minnesota said, you 
cannot produce milk at 7 cents. I know, ee I know last 
year what I lost in trying to produce milk at 7 cents a quart which 
at the same day sold at 21 cents to the consumer. 

When you talk about 21 cents, gentlemen, that is 200 percent in- 
crease over what the farmer got. Our problem is to see that the pro- 
ducer is guaranteed at least ‘the cost of production plus a reasons _ 
return. That is nothing new. We have minimum wages in Americ: 
We have certain tariffs to protect the jobs of those who work. So it 
seems to me that if there were some way to divert much of this milk 
into other channels—you might take the load off butter in that res- 
pect. 

But Bill Perdue and his friends know so much more about this 
situation than I do that I am very happy that they are here to express 
and really give a picture of the dairy situation in Wisconsin. 

You know that we produce over 50 percent of all the cheese in this 
country. We produce 35 percent of the peas. We produce a lot of 
other things. We have to keep that State healthy. We could not 
do it if you take $90 million out of the pockets of the farmers by any 
program. 

I say again that in doing that you not only hurt the farm segment 
you will hurt the whole economy as in evidenced now in my own 
State. 

I thank you, Mr. Chairman, for the opportunity to speak. 

The CHatrRMAN. Senator Young? 

Senator Youna. There was a discussion of how much oats and 
barley went into a dairy cow’s ration. I would like to read into the 
record some figures that I got from the Department of Agriculture 
Bureau of Animal Industry. It is headed ‘Average quantity of feed 
used in dairying by typical States (exclusive of ensilage and fodder) 
{[Reading:] 

New York: Percent | Wisconsin: 
Commercial mixed feed . 60) Commercial mixed 
Corn 7} Corn 
Oats-..- 19 | Oats 
Miscellaneous feeds ; test | Linseed meal 

Ohio: sran 


| 
— 
Feed is commercially mixed i Miscellaneous 
C Minnesota: 
orn - 
Oat " Commercial mixe¢ 
“al. ¢ 


Corn 
Soybean meal 4 Oats 
Bran ‘ " 3 

t 


sran } 
Miscellaneous. bu _ Rest | Miscellaneous m 


There is another table. This is an older one based on studies of 
1942 to 1946, for percentages of various feeds and nutrients of all! 
kinds for dairy cattle: 

Percent Percent 
Came oers tua dic shhbsal <u ; ; 
Other grain_-_.--- ends 8 | Ensilage, fodder 
Commercial byproduct- bran, etc 8 | Pasture 
Seeds—beans, etc. (South ; 
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The average use of concentrates in dairy feeding by typical dairy 
States: 

New York: 19.70 pounds per head, per year 

Ohio: 17.60 pounds per head, per year 

Wisconsin: 16.80 pounds per head, per year. 

Minnesota: 15 pounds per head, per year 


The source of this information was the Bureau of Animal Industry 
USDA. 

Mr. Perpvuer. Senator Anderson and Senator Thye mentioned 
something about the young herds coming in or the disposition of th 
products. You mentioned about disposition of surpluses. The 
gentleman from New York, Mr. Graves, mentioned that the sacred 
cow had gotten in here and had not been discussed anywhere I do 
not want to take the time, your time, to try to argue this point out 
I know that Senator Anderson is close to the beef situation, as you 
are, all of you. I would like to throw this in here for some observa- 
tions that you may make. 

Last year and again this year we will purchase in excess of 6 billion 
pounds of milk of all commodities. If you took the dairy herd popula- 
tion for 1954, January 1, then removed as culled the boarder, the 
one that eats a lot of hay and produces very little milk, that would 
mean if you took 1 out of 16 out of the herds, and went back to 1925 
for the production record average of 172 pounds of fat per year 

Senator WiLry. Per cow? 

Mr. Perpur. Per cow. And about 4,400 pounds of milk, the 
Government, in its purchasing program this year, Senator, will have 
invested in the cows that produce that milk close to $251 million 

That is our surplus that we have talked about, invested in 1 out of 
16, the poorest that we have. You could buy those cows, if you saw 
fit, remove them, the 3-year culling out, from the production line, 
and hear all the howl that is going to come from Senator Anderson 
and the beef people unless we can let that feed back into the channel, 
not all at once for school lunches, hamburgers, and so forth, for 
$139 million, compared to over $257 million they will have in butter 
and powder this year, from these culls. You have them out for 3 
years. 

We spent in 1947, $127 million rightfully, and I think it was a 
fine program, for hoof-and-mouth disease control in Mexico, and 
almost caused a war down there, buying 500,000 head of cattle 
From May 1953 to March, 1954, we will have spent another $6 million 
on 20,000 head. We did that to protect the health of our herds fo1 
the Nation, and it was fine. Can we not spend something like $100 
to $139 million to protect the assets of those farmers as well as the 
health of their herds? 

I think it has a lot of merit. As I said, I would like very much to 
have the permission to give you a prepared statement on that. | 
have only summarized it. You would save money and the Secretary 
beyond all that you can say about him is a man that knows what it 
means to make and save money. He has done a magnificent job of 
that. 

The Cuarrman. Would about 2 weeks from now be all right for 
you? 

Mr. Perpun. I would be excellent. I know Senator Anderson 


might have something that he wants to ask me about that, and Senator 
Thye. 
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The CHAIRMAN. 
Anderson. 

Senator ANpERSON. No. He knows that I am not worried abou 
this program as far as that is concerned. But let us take one loo! 
at milk cows. I think 35,270,000 was about the correct figure fo 
January 1, 1949. The number has increased very slowly—35,455,000 
in 1950; 35,606,000 in 1951; 35,637,000 in 1952. Only 30,000 hea 
increase per year. Then a million head increase last year. And you 

cannot jump a million head a year and not get in trouble with you 
ds airy situation, any more than the cattle people producing beef could 
jump 5 million a year and fail to get in trouble with that. 

We could buy all the beef cattle we wanted to at fairly attractive 
prices. I bought very good blacks at 13% cents. 

Mr. Perpun. You could extend the payment on the TB program 
and a lot of health programs as well as culling. 

Senator Anpperson. | recognize that. I have recommended that 
they have a regular cattle-sorting program for heifers and dairy herds 
The only thing I did not want to do, I did not want to just cull out th: 
10-year-old cows. 

Senator ELutenper. Mr. Chairman, I have a question to ask 

‘The CHarrMAN. Senator Ellender. 

Senator ELLeNpER. As you already know, Mr. Perdue, these sur 
pluses in dairy products have been increasing right along. There 
seems to be no way to curtail production on the farm level or no way 
has been so far devised. 1 wonder if you would be good enough in the 
statement that you are going to prepare for us in the next 2 weeks to 
give us an idea of how impossible it will be for production to be cur 
tailed to meet the consumption requirements. 

When we considered the support program on the basics back in 1938 
the view was expressed that it was possible because you could get the 
farmers to curtail production to keep the supply in line with demand 

In the case of the nonbasics, such as dairymen, fruit growers, and 
people of that category, it was said that the difficulty was that there 
was no sound way by which production could be curtailed. 

It strikes me that if we are to continue these programs on a rigid 
90 percent, or whatever percentage we agree, that there ought to be 
some way by which the farmers ought to be able or should be forced, 
if I may put it that bluntly to produce less so as to meet the demand. 

Mr. Prerpusz. Yes, sir; that is right. 

Senator ELLENpER. I do not believe that we can continue to sup- 
port the price of any nonbasic commodity, or basic commodity, unless 
we devise some way by which the production of that commodity can 
be made to fit in with the demand. 

Mr. Perpvue. I would like to say in answer to that, and in conclu- 
sion, unless you have further questions—— 

Senator ELLenpeER. No, that is all, if you want to answer it now. 

Mr. Prerpvue. Yes, sir; I do, but I do not want to take the time to 
go into all of it. I have recommended to my own organization that 
we go out on at least a five-point program. No. 1 of those was dis- 
position of the surplus that we have on hand right now. 

Senator ELLENDER. We have that set-aside program. 

Mr. Perpusr. The first one must be a disposition of our surpluses, 
or set aside. Secondly, the self-help plan of the National Milk Pro- 
ducers Federation and a base and surplus plan on a national basis 


| think you invited the question from Senato: 
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allocated in some manner without too much of what they call regi- 
mentation to where the farmer might get, say even for 80 percent, 
100 percent of parity, and then for that 20 percent if we have that 
much surplus maybe get only 50 percert of parity or some such 
calculation. 

Senator ELLENDER. That is a two-price system. 

Mr. Perpurz. No. 

Senator ELLENDER. It amounts to that. 

Mr. Perpur. Get your two-price system tied to that. That is all 
right. We will never get out of this unless somewhere along the line 
the farmers themselves, especially in Wisconsin, realize that they havi 
to have some nature of production control on this when things go wild 

It was turned down in 1934. Secondly, we need a promotion pro- 
gram. The dairy farmers and the Government can give us some help 
on that, on this culling thing, and a guaranty of some nature, written 
into this legislation, that the farmer gets the intended supports. 

The CuarrMan. We have more witnesses, Mr. Halloway from New 
York, and possibly another witness. It seems impossible to get 
through with them by 12:30 when most everybody on this committee 
seems to have engagements. I think we had better come back 
2 o’clock. 

(Thereupon, at 12:18 p. m., a recess was taken until 2 p. 1 


AFTERNOON SESSION 


The CuarrmMan. The committee will come to ordet 
We will continue the hearings on the dairy situation. This after- 


noon we have with us John B. Halloway, chairman of the dairy price 
support committee of the Me ‘tropolits in Cooperative Milk Producers 
Bargaining Agency, from Amsterdam N. Y. 

Mr. Halloway, we are glad to have you here and will be glad to have 
any good advice that you can give us as to how to meet our problems 


STATEMENT OF JOHN B. HALLOWAY, CHAIRMAN, DAIRY PRICE 
SUPPORT COMMITTEE OF THE METROPOLITAN COOPERATIVE 
MILK PRODUCERS BARGAINING AGENCY, AMSTERDAM, N. Y. 


Mr. Hautitoway. Thank you, sir. 

Senator Youne. I do not think you ever met a more receptive 
committee as far as advice is concerned. 

Mr. Hotuoway. I have been here before and I found you are very 
receptive, particularly at this time. 

The CHarRMAN. We will not take your advice lightly, | assure you, 
because we need it. 

Mr. Hauioway. I represent the Metropolitan Cooperative Milk 
Producers Bargaining Agency of Syracuse, N. Y. We have 23,000 
farmers who belong to this agency and 62 co-ops. I want to state, 
as someone did this morning, that there are about 23,000 different 
opinions probably on these issues, so we decided to have a delegate 
meeting and discuss some of these questions. 

Out of that delegate meeting on February 19, which was devoted to 
a discussion of problems that the dairy farmers are facing, a committee 
was appointed and instructed to solicit suggestions from all groups 
and then develop a program to follow through 
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This committee met on March 12 and spent the entire day con- 
sidering proposals and in developing a program. Naturally there 
were differences in point of view of committee members and com- 
promises and adjustments had to be made to secure agreements — | 
feel that this committee has worked out proposals that represent a 
compromise view of probably the biggest segment of the farmers 
there. 

As I say, we have views of many variations but what I am trying 
to point out is that I think we came up with the ones that might b 
an average view of our farmers These come under four points: 

(1) We are going along to support legislation already introduced 
in Congress limiting the reductions on support prices on dairy products 
for any 1 year by any more than 5 points. 

(2) We believe that an intensive disease eradication campaign by 
the Federal authorities to the end that brucellosis be eliminated from 
all herds during this period of overproduction of dairy products. 

Senator Younc. Could I ask a question at this point with respect 
to your first conclusion? Were your farmers quite unanimous on 
asking that the drop be no more than 5 percent a year? Were there 
some that thought it should be 80 percent or some other figure rather 
than 85 percent for next year? 

Mr. Hattoway. We had probably every view that you mentioned 
and then probably a few more. We have gone along with the 85 
percent support proposal because we feel that represents the feeling of 
most of us. 

(he CHarrMAN. The majority approved that? 

Mr. Hattoway. Yes, sir. 

The CHarrMan. With respect to the brucellosis campaign, with 
which I agree as to your sentiments, you heard Mr. Perdue this 
morning from Wisconsin recommend a cull purchase program. Do 
you think that if the Government should undertake a purchase pro- 
gram of culls at 10 cents a pound, would that result in culling at that 
price? It seems to be quite generally understood that that would be 
about the most that could be paid, 10 cents a pound. 

For a thousand-pound cow that would be $100. Mr. Perdue claims 
that if the Government does not buy the cow it would have to buy 
about $200 worth of products from that cow before the end of the 
next vear, and that it would be cheaper to buy the cow and put it in 
Kansas to start with. Do you think that they would cull at that price? 

Mr. Hatioway. Of course, you are running into all kinds of con- 
ditions. For example, 1 am a purebred Jersey breeder. I would hate 
an awful lot to sell some of those good breeding cows. That is just 
one little instance. 

The CuarrMan. I would not call yours a typical case. 

Mr. Hotitoway. No; it is not a typical case. It would have to be a 
snap judgment. I do not think any of us could be asked that question 
and come up with a correct answer. We would have to have a lot of 
study on it. There is no doubt but that it would help alot. I think 
it is good thinking along that line. 

The CuarrMan. It would probably result in more culling in other 
parts of the country than it would in the Northeast, would it not? 

Mr. Hatioway. It probably would. I think it is a case of supply 
and demand there. I know for a fact that a lot of our farmers are 
holding on to cows because beef is very low now. If you could boost 
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the price of beef in some way, no doubt that price would move a lot 
of cull cows. Where that point would be, I am not an economist 
enough to say. 

Senator Youna. This would be a good time to get rid of brucellosis- 
infected cattle. 

Mr. Hatuoway. A lot of our markets, I know one particularly in 
New Jersey, are going to demand by 1955 that 100 percent of all herds 
be cleaned from brucellosis or they can not ship milk there. There are 
other markets thinking that way. 

Now that you have this surplus, in order to protect your consumer 
and also help the overproduction situation, we feel that now would be 
a time to carry on the program intensely that way. 

The CHairMan. It would be time to step it up. 

Mr. Hattoway. That is right. 

The CuarrMan. I do not think we would need law, just money. 

Mr. Hatitoway. You would need an appropriation. 

The CHarrMaN. In case you did not know it, Senator Young is 
chairman of the Subcommittee on Agricultural Appropriations. 

Mr. Hatioway. I think that is fine. 

The CHarrMAn. So you are talking to the right man. 

Senator Youna. I think it would be a good idea for you to appear 
before our subcommittee. We start hearings on the 23d of March. 
It might be well for you to appear on your proposal. As the chairman 
of this committee said, an increase in appropriations and language in 
the report would do the job. 

We are hearing Secretary Benson on the 23d and Department 
witnesses for the first 2 weeks and outside witnesses after that. So 
you can be heard any time about the middle of April or the first of 
May. 

Mr. Hattoway. That subject is a pet one of mine, and I think 
some of the boys in college are very interested in that. They feel 
that that is one of the good things we might consider. 

I shall take advantage of that invitation and come back. 

My third point is this: Immediate change so that our Armed 
Forces are supplied with fresh whole milk and dairy products to the 
extent recommended by optimum health standards. 

Fourth, that the United States Government through its marketing 
research and education programs direct its efforts toward developing 
new marketing techniques in merchandising by means of vending 
machines with the aim of increasing fresh milk and dairy products 
consumption, and to also request the Government to channel more 
fresh milk into school-lunch programs so that less milk will have to 
be made into butter, cheese, and milk powder to be bought later by 
the Government as having no market. 

The CuHarrMan. In re gard to point No. 3, about a month ago I 
had a complaint from some of the boys in Army camps that they 
could not get milk with their meals, that they could get coffee free 
with their meals but the »*y could not get milk. I took it up with the 
Army and they wrote back and said there was a pint and a third a day 
allowed to each man, that they would get most of it in the form of 
cooking and cream for coffee and ice cream. They said that they had 
it where the boys could buy milk if they wanted it. 

I wrote back again and told them I was not very well satisfied with 
that explanation, and asked why the boys could not get a drink of 
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milk instead of a drink of coffee with meals if they wanted it. ’ 

wrote back again and said that they did have an Army regulation 
and the Air Force did, too, that each boy in camp should have one-half 
pint of fresh milk a day if he wanted it, and if some of the boys did 
not want it, it was to be made available to the others in the camp, 
and that they were calling attention of all their camp commanders to 
that regulation. 

If they want more than one-half pint of milk a day to drink they 
still have to buy it. 

Senator Younae. That is not very much. 

The CHARMAN. That is not very much. What the boys want to 
know is why do they have to drink coffee if they would rather have a 
glass of milk. They used to say that coffee was cheaper, I suppose. 

Mr. Hattoway. We know that there is a lot that we should do 
along this line of getting milk at the point of sale. In fact, we hav: 
had experiments at Cornell University where the vending machines 
have been placed around at different places where the students could 
gain access to milk when they wanted it between classes and during 
leisure hours. Very accurate records have been kept on the con- 
sumption of milk in those machines and also on the consumption of 
milk through normal channels such as the cafeterias and the milk 
that they ordinarily would have before those vending machines were 
put in. 

Chose experiments have shown that this milk these students are 
drinking out of the vending machines is extra milk. The records 
show that it is all extra milk that is consumed that way. 

Senator Youne. I think that is pretty much true. They have a 
vending machine iu an apartment building where I live in Washing 
ton, and | buy most of my milk from that. I always notice that on 
Sunday afternoon it is usually empty. I think the milk sold through 
that vending machine is largely extra milk sales. 

Mr. Hattoway. The problem is, who is going to push these vend- 
ing machines? We have tried many ways as farmers to think how 
we could do it. We have bulk dealers. It seems that at the present 
time vending machines are very expensive. It is a hard thing to get 
someone interested in doing that job. 

We feel that maybe the Government ought to get in. Maybe they 
should invent a machine of some kind and mean along that line of 
marketing research. As individual farmers we could not do that nor 
could small milk companies. In the case of large companies, they 
might even be opposed to that. That is the reason we feel that the 
Government might have some reason for going into this as a marketing 
research program. ‘That is the reason we have it here. You can bet 
we farmers are pushing it as best we can, anyway. 

We also feel very strongly about this lunch program. I have done 
a little personal research on this program, being a member of the 
Dairy Council of New York City. I have done some research along 
this line of finding out just how much participation is being carried 
on with lunch programs. I called up some of the superintendents of 
schools and they would right off the bat tell you that we are getting 
about 90 percent support. When I call the school principals or the 
people who are buying the milk I find that that is not true. 

I have figures here to show that anywhere from a third to a half 
of the kids are getting milk from the school-lunch programs. 
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The CHatrMan. The Department of Agriculture is making a survey 
and has been for the last week to determine how many children in 
school are not getting milk. It is going to be more than most people 
thought. 

Senator Youna. I think if all the people in the United States knew 
how much good milk would do people who have a poor stomach, an 
acid stomach, or ulcers or something like that, there would be a whole 
lot more milk drunk. It is a wonderful remedy for someone with a 
poor stomach. I have quit drinking coffee entirely in the forenoon 
and drink 2 or 3 glasses of milk in the forenoon. 

Mr. Hatioway. One thing that I have found is that people like 
cold milk. That is one advavtage of vending machines. They are 
getting milk that is cold; it is a beverage they like 

Senator Youna. They want it cold and sweet. 

Mr. Hatitoway. We think there is a lot of opportunity for some- 
body to do this research work. Of course, we will do all we can as 
farmers, and at the same time it is just a suggestion, but perhaps the 
Government might be interested in pushing this thing along with us. 

Senator Youne. When you make your trip down again why do you 
not see the research people in the Department of Agriculture? If 
you can persuade them to do more research in this field I think they 
can get the extra money. 

Mr. Hatitoway. Thank you for the practical suggestion. I think 
we shall probably work on that. 

The CHarrMan. Sometimes they can get money they do not ask for. 
| did not last year. 

Mr. Hatioway. That is all that I have at this time. There is a 
study continuing with this committee on other programs. The fact 
is that one of our group is very much interested in this self-help 
program. We are studying it as a committee. We have not come up 
with any suggestions whatever on that as yet. 

The CHarrMan. We think you Mr. Halloway. 

Mr. McMunn, did you wish to address the committee? 


STATEMENT OF GEORGE C. McMUNN, MONTGOMERY, N. Y. 


Mr. McMuwnn. There is nothing much that I care to say, Senator. 
[ want to say that I am pleased to be here. ‘The gentleman this 
morning I think gave us such a brilliant defense of our situation that 
the ironic part as I see it is the fact that Senator Thye said we were 
asked to produce. You put up such a brilliant defense the way I saw 
it. The Government asked us to produce, and they asked each year 
for 120 million pounds of milk, and we did our best as patriotic 
citizens to comply with the request of our Government, and now that 
that has been completed to think that we are going to be penalized 
for something that we did as good citizens just does not ssem to set 
right, 

I ask, as a good citizen, that I think our Government ought to allow 
us a little time to reconvert, and they should be a little generous with 
us for a while longer and not drop price supports more than 5 points 
for a few vears anyhow. 

I realize we should be penalized a little bit. I do not think we 
should hold it at 90, but I think 85 would be about a 10-cent drop a 
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hundred pounds, and with the 20 cents we have already been told we 
will lose by the extra supply that is 30 cents a hundred. 

More than that, I do not think that the boys who have just recently 
come back from Korea and who are assuming the burden of us older 
fellows can absorb it. They will drop out; they will be sold out 
There were four foreclosure sales in our paper just last week. 

The CuarrMan. I think I can say that the members of this com- 
mittee are pretty well open minded at the present time. It does not 
look as if we are going to get legislation through before the first of 
April, and probably not for a month or two after that. That will 
give us a chance to see what happens in the market. 

It may cost the dairymen something during that period. But we 
may learn something out of that that will be a good deal of value to 
us. We will find out, for instance, if the housewife will buy more 
butter at 8 to 10 cents a pound less and more cheese at perhaps 5 cents 
a pound less. We will also find out in a general way at what level we 
have to have those supports in order to maintain a prosperous dairy 
industry. 

We may have to pay for our education for a few weeks. 

Senator Youna. Are you an actual farmer? 

Mr. McMunn. | am an actual farmer 

Senator Youna. Are you appearing for yourself or any organiza 
tion? 

Mr. McMuwnwn. I am on the committee. 

The CHarrMan. You are on the committee but speaking for 
yourself? 

Mr.McMunn. Yes, sir 

Senator Younc. The question was raised to me at the noon hour 
of why there were not more farmers appearing here. I pointed out 
to the people that all the witnesses who have appeared here have come 
at their own request, and that we have not denied anyone the right to 
appeal 

The Cuarrman. I think we have had farmers appearing with the 
organizations they belong to; nevertheless, the representative of an 
organization, as we have seen this morning, does not always give quite 
as direct testimony as someone who is spe aking on his own. 

Your organization man represents almost invariably, I think, a 
compromise viewpoint, a meeting of minds. What he says has to be 
approved by his board of directors before he comes here. These 
people appearing this morning on their own were shooting from the 
hip, vou might say. 

Mr. McMenn. Do you think reducing the support level to 75 
percent of parity would be the answer to this situation? 

The Cuarrman. I do not know. The nice answer would be to 
have the market in such shape that the dairymen would not be 
dependent on either 75 or 85 or 90 percent. That is the objective of 
all of us. 

Mr. McMunwn. Right now | think the 75 percent reduction is going 
to hit us right where it hurts the most—-in the pocketbook. 1 do not 
think it is a real answer at the present time to our surplus problem. 
I think it has to be worked off. 

The Cuarrman. I get all kinds of advice from home, which is not 
far from where you live. Some say let us have it and have it over 
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with; others say let us have it at 90 percent. Others say 
way, and somebody else will say let us go down five points 
Mr. McMunwn. We have 2 men who say 75 
enough. 
The CHAIRMAN. One thing they all agree on 
rather get a price low enough so they would not 
Government supports 
We thank vou, Mr. MceMunt | think this con 
until next Monday when we will hear the beekeepers 
(Letter from A. Morelle Cheney, secrets 


Cooperative Association. on behalf of the N; 


Federation, relative to increased milk supplies 


) 
i 


Senator Grorak D, AIKEN 
Chairman, Senate lg 
senate Offi eB 


Dear SENATOR: The statem 
your subcommittee on ‘Tuesday, 
Federal order markets had increas« ‘ 
twice as much as the increase which had taken place in 

Mr. Wentworth went on to attribute the greater incr 
the Federal order markets to the prices which have prevaile 
orders for such markets We heartily disagree wit! t 

In our opinion the increase in milk deliveries 
compared to milk production nationally is the resu 
lederal orders, but rather results from the fact that 
is performing its function—of providing stabilized 
that farmers can market their milk in regulated areas at 
part, the Federal orders provided what are kno : 
dairy companies have used these pools to provide markets fe 
of areas adjacent to the regulated areas with the resi that the increas 
deliveries to the Federal order markets are proportionately greater thar 
milk production in the Nation hese increases in deliveries have taken pla 
without regard to the level of prices 

This fact is demonstrated in the northeastern area of the country In the 
States of Massachusetts, Connecticut, New Jersey and Pennsylvania, which ars 
adjacent to the federally regulated New York metropolitan milk marketing area 
and from which it obtains some of its milk supplies, total milk production betweer 
1952 and 1953 increased by less than 4 percent During the same period the 
amount of milk in the New York pool operated under the Federal order increased 
by more than 6 percent. This increase in milk deliveries to the New York pool 
took place despite the fact that prices under the New York order were substan- 
tially lower than prices paid to producers for milk delivered to other markets in 
these States. The average price paid to producers in 1953 under the New York 
pool in the 201-210 mile zone was about $4.65 per hundredweight During the 
same year, the average price paid to farmers for milk in Massachusetts was $5.49 
per hundredweight, in Connecticut $5.97 per hundredweight, in New Jersey $5.40 
per hundredweight and in Pennsylvania $4.89 per hundredweight 

Obviously, if price had been the major influence which determined where pro- 
ducers sold their milk, it is clear that the increase in deliveries of milk the New 
York pool would not have been greater than the production inet 
States where prices were higher. Moreover, the relatively high prices whi 
paid for milk in the Northeast have not contributed more to the increas« 
duction than lower prices in other areas, for the general production incres 
the Northeast have been less over the last vear than for the w Natio 

The fact is, of course, that the price paid to producers 
not the only factor which determines whether a farmer se] 
market. Often the regulated market is the only one 
Moreover, in many cases unless he is represented by an 
is not the decision of individual producer which determines w 
be marketed in a regulated area, for much of the milk ac 
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order pools enters those pools by virtue of the decisions of the operators of plants 
who place their plants under regulations for their own interests and without par- 
ticular regard to the desires of individual farmers delivering to the plants. 

Complaints have been made that the Federal order program places barriers 
against the free flow of milk into regulated markets. The fact that these large 
increases in deliveries have taken place in these markets would seem to demonstrat: 
the fallacy of these complaints. 

Figures for the Federal order markets should not, be used as indicators of what 
has taken place in fluid markets, both regulated and unregulated. 

The federally regulated markets, because of their generally stabilizing influenc: 
on marketing conditions (and not because prices are unduly high) have accumu- 
lated more than their share of the production increases and, consequently, general 
conclusions drawn from these data give an erroneous impression of what has 
transpired in fluid milk markets as a whole. 

Very truly yours, 


A. More.ie CHEney, Secretary. 
Weighted average blend price per hundredweight of milk in 43 Federal order markets 


and price per hundredweight of all milk wholesale, with amount and percentage of 
decrease, for the months of December 1951 and December 1953 








43 Federal All milk 
Price period order markets} wholesale 






Weighted average blend price per hundredweight, December 1951 
Weighted average blend price per hundredweight, December 1983 


$5. 24 | $4. 8 
4. 49 ? 





Decrease per hundredwei¢ht, 1951-38 


0.75 0. 1 


Per 


cent decrease 1951-53 


16.7 3.4 





Prices are as of the 15th of the month, and include prices paid for whole milk sold for manufacturing as 
well as fluid uses. 


STraTEMENT FILED By JoHN C. York, EASTERN MILK PropucEers CoopERATIVE 
AssocraTION, SyracusB, N. Y. 


Eastern Milk Producers Cooperative, the largest dairy farmers bargaining 
cooperative in the United States, is comprised of over 8,000 members located in 
the North Atlantic States. The following statement is presented on behalf of 
that association: 

In an effort to sustain stability in our economy, Congress has established 
certain price safeguards for the benefit of all people. It appears that, in some 
instances, these benefits may have accrued to the advantage of one group more 
favorably than to another. It has been said that the dairy industry supports 
the livelihood of 1 out of every 12 people in the United States, either directly 
or indirectly. This does not take into account the fact that the dairy industry 
has an effect on many independent industries, including such important ones as 
the farm implement industry, automotive industry, durable goods industry, and 
many others. 

In establishing certain price safeguards, the Government has supported through 
its price support program, many agricultural commodities, including dairy prod- 
ucts at 90 percent of parity. Yet, it seems to be unknown to many of the rank 
and file laymen that Government supports are used to support prices of other 
agricultural commodities apart from the dairy industry as well as industries not 
characterized as agricultural. Such ignorance may explain the frequent criticism 
of support prices, particularly dairy support prices. Butter, for example, has 
been singled out for criticism under the support program, although other com- 
modities have been supported by the Government to a larger extent than butter. 
Perhaps this is caused by the fact that the average consumer can easily understand 
the significance of a pound of surplus butter, while it may be difficult to see the 
importance of a bushel of surplus wheat, a pound of surplus cottonseed oil, or a 
bale of surplus cotton. Therefore, it seems important to outline some aspects 
of the support price structure and its impact on our total economy, particularly 
in view of the present program to support dairy products at 75 pereent of parity, 
a reduction from 90 percent, as announced on February 15, 1954. 
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Dairy products contributed an average of 13.3 percent of the national farm 

ome during the 4-year period, January 1, 1949 to December 31, 1952. Rela- 
tive to wheat, dairy products were more than twice as important; to corn, they 
vere over 3 times as important; and as compared to tobacco, dairy products con- 
tributed almost 4 times as much to United States farm income. Cotton was 
hardly more than half as important as dairy products, and peanuts were less than 
one-twentieth as important 

The Commodity Credit Corporation spent $555 million, or about 9 percent, of 
its total price support funds on dairy products during the period January 1, 1949, 
through November 30, 1953. During this period, peanuts received about one- 
half as much price-support money as did dairy products. It will be recalled from 
the previous discussion that dairy products contributed over 20 times as much 
farm income as did peanuts. During the 5-year period, 1949-53, $280.4 million 
were spent in supporting butter prices, while $289 million were spent on peanuts. 

Peanuts and tobacco together represented 9 percent of CCC expenditures in 
supporting prices between June 1, 1949, and November 30, 1953. During the 
same period these commodities contributed less than one-third toward total 
United States farm income as compared with the total contribution of dairy 
products. Also, during the same period the CCC spent almost 2 times as much 
money on supporting cotton prices as it did on supporting dairy prices. In terms 
of its contribution to United States farm income, dairy products were 1.7 times 
as important as cotton. 

Support spending on wheat and corn present a striking contrast to the amounts 
spent on dairy supports. The CCC expenditures amounted to $4.3 billion on 
these two commodities of which wheat received the lion’s share. As compared 
to the $550 million spent on dairy supports, wheat and corn together received 
780 percent more Government aid. Of the total CCC investment, wheat and corn 
together received 49 percent, as compared to dairy products’ 8 percent. Wheat 
and corn contributed together 10.4 percent of the national farm income, while 
dairy products contributed 13.3 percent. 

The price-support programs administered by the Commodity Credit Corpora- 
tion have resulted in a total net loss to the Government of about $1.2 billion 
since they were started in 1933. Of this loss, dairy products contributed only 
about 14 percent. 

It is interesting to note that as of January 6, 1954, the Government held 260 
million pounds of butter and 968 million pounds of cottonseed oil, a principal 
ingredient in the manufacture of oleomargarine, exclusive of other vegetable oils 
held by the Government. These amounts represent $174 million for butter and 
$178 million for cottonseed oil. The public hears a great deal about the former 
Not only does the Government hold more pounds of cottonseed oil than butter 
in storage, but also the Government’s holdings represent more money invested 
in cottonseed oil than butter. 

Dairy farming requires a relatively heavier investment in machinery and equip- 
ment than other types of farming. In terms of the average net income on dairy 
farms in the 3 regions of Central Northeast, east Wisconsin, west Wisconsin 
for 1952, the investment in machinery and equipment was 111 percent. In other 
words, the value of machinery and equipment on dairy farms in 1952 was 11 
percent greater than the annual net income. 

In the case of cash-grain farms in the Corn Belt, on the other hand, the invest- 
ment in machinery and equipment was only 65 percent of annual income. Other 
types of farming ranged as low as 10 percent of annual income in machinery and 
equipment investment. 

The obvious conclusion is that dairy farmers are the greatest spenders for these 
industrial products which are vital to the health of our economy. 

Dairy farmers have suffered increasingly during the last 2 years. Their 
plight has become well known as the cost-price squeeze. The cost of producing 
a hundred pounds of milk in 1952 was $5.72. The average uniform price for milk 
testing 3.7 percent butterfat that year was $4.68 per hundredweight. The average 
producer in the New York pool makes 395 pounds of milk per day, or 144,570 
pounds in 1952. His gross income on his dairy operation was $6,768. His gross 
dairy production costs were $8,269, giving him a net loss of $1,501. 

A reduction of 5 percent in the parity level will reduce the average annual gross 
income of the dairy farmer of the Northeast by about $200. A 15-percent cut, 
or reducing dairy supports to 75 percent of parity, will lower the average dairy- 
man’s income about $600. 

With parity slashed to 75 percent, New York milkshed farmers will lose about 
$2 million per month. Milk producers in the North Atlantic States will 
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lose annually approximately $67 million, and producers in the United States will 
lose approximately three-quarter billion dollars. 

These remarks do not deal with the economic interdependence of dairy farming 
in the national economy; suffice it to say that agriculture is the greatest singl 
industry and that the dairy industry is the greatest agricultural industry. Con- 
sequently, any price change in the dairy industry affecting the returns of dairy 
farmers will, in turn, affect the national economy. A prosperous agriculture, a 
prosperous dairy industry, is essential to a prosperous national economy 

Based on the above considerations, Eastern Milk Producers Cooperative Asso 
ciation, speaking not only for its own 8,000 members but in the interest of all 
dairy producers, is of the firm belief that dairy products must be supported at 
90 percent of parity. This level of support prices is essential to avert a serious 
national financial disaster among milk producers. 

Given the desirable support level of 90 percent of parity, Eastern Milk Pro 
ducers Cooperative Association is of the opinion that a sound program for the 
dairy industry must provide first of all for the disposal of existing surplus stocks 
in the hands of the Government, in such a manner that there will be no inter 
ference with normal marketings of milk and dairy products. We believe with 1. 
President Eisenhower that the threat of huge surpluses must be removed from othe 
current markets. The President very wisely indicated in his message of January 7 
11, 1954, to the Congress that the surplus stocks ‘“‘ean be insulated from the com- any 
mercial markets and used in constructive ways.” 3. 

To dispose of existing stocks of butter we submit two suggestions: low. 

First, the Armed Forces and the Veterans’ Administration should cease pur- 1. 
chasing oleomargarine and should purchase butter instead from the Commodity and 
Credit Corporation at a price competitive with oleomargarine. Insofar as the 5 
Armed Forces are concerned, a plan for this was announced in the spring of 1953 furtl 
Nevertheless, purchases of butter by the Army, which does the buying for all the { 
Armed Forces under this arrangement, have been at a rate considerably lower 7 
than oleomargarine consumption in 1952. In that year oleomargarine corsump- for d 
tion by the Armed Forces amounted to 54 million pounds, according to figures 8. 
released by the Department of A 


store 


) 


\ericulture Compared with this, purchases of Fore 
butter by the Army under the special arrangement with the Commodity Credit Seas 
Corporation, have amounted to only 19 million pounds since June 10, 1953. 9. 

With respect to the Veterans’ Administration, it is our punderstanding that prog 
this agency is only now getting started in purchasing butter for hospitalized , 
veterans from the Commodity Credit Corporation. (1 

It is obvious, therefore, that in both the Armed Forces and in the Veterans’ day, 
Administration there exists an outlet for surplus butter which has not been fully 
utilized. STAT 

Second, an intensive effort should be made to utilize overseas outlets. In this 
connection, we recall that in 1951 the Congress appropriated $190 million for the 
purchase of wheat for shipment to India on a basis which was little short of Cona 
tion. While we recognize that the incentive for this action was something other 
than the disposal of surplus wheat, we nevertheless feel that India offers a possible 
outlet for butter. Butter can be converted to the oil product known as ‘“‘ghee’’ 
which is commonly used by the population of Incia. We would suggest that our 
Government undertake negotiations with the Government of India with a view 
of disposing of our surplus stacks of butter in that country. 

With respect to stocks of cheese, we believe that, given a sufficient period of 
time, these can be disposed of through the school lunch program and other insti- 
tutional feeding plans, provided that the permanent dairy program adopted does 
not call for substantial further pruchases of this commodity 

Stocks of Cry skim milk can be disposed of to special areas in Western Europe 
and Asia without interfering with normal channels of tra/le. 

These remarks relate to the problem of disposing of existing surplus stocks 
There remains then the question of the broader program for the future, a program 
which would avoid the accumulation of such stocks 

In his message of January 11 to the Congress, the President recommended a 
program for wool which would embody among other things, the following features 

(1) Prices of domestically produced wool are to be permitted to seek their lev 
in the market; 

2) Direct payments are to be made to domestic producers at a rate sufficient 
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to give producers an average return equivalent to 90 percent of parity. 
We fail to see why a program of this nature should not be feasible also for mil! 
and dairy products, and we suggest that this approach be further examined. 
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Recent press reports indicated that the Department of Agriculture plans to 
dispose of existing stocks of butter to domestic consumers through some arrange- 
ment whereby the average cost of the butter procured by consumers would be 
lowered. The question may justifiably be raised as to how this plan differs from 
the proposed wool type of program. To us the only difference seems to be that 
the butter operation was roundabout, cumbersome, and administratively costly. 
It would seem that rather than buy butter at the support price, only to dispose 
of it later at lower prices in domestic markets, it might have been better to sell 
it at the lower prices to begin with, and thus avoid all the costly purchasing and 
storage operations. A further advantage of the wool type of program approach 
would be that the lower price could be made applicable to all dairy products, 
which would obviate the need for funneling all the surplus milk through the 
creamery and cheese factory, as at present. In other words, under the wool type 
of program, the surplus would be consumed without being first purchased and 
stored. 

CONCLUSIONS 


1. Dairy products contribute more toward the national farm income than any 
other agricultural commodity. 

2. The Government has spent less money on supporting d: 
any other important agricultural commodity. 

3. Losses incurred by the CCC in supporting dairy products have been relatively 
low. 

4. Dairy farmers invest relatively more money on ma 
and a reduction in dairv farm income will seriously affect the industrial economy. 
5. A reduction in the support price on dairy products is discriminatory and 
further aggravates the current cost-price squeeze on dairy farmers 

6. New York milkshed dairymen will lose $2 million per month 

7. The survival of dairy farmers requires the maintenance of the support price 
for dairy products at 90 percent of parity. 

8. Existing surplus stocks of dairy products should be disposed of to the Armed 
Forces, Veterans’ Administration hospitals, the school-lunch program, and 
seas outlets. 

9. A permanent diary program should follow the lines of the proposed wool 
program. 
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(Thereupon, at 2:45 p. m., an adjournment was taken until Mon- 
day, March 22, 1954.) 


STATEMENT FILED BY JOHN G. BRERETON, PRESIDENT, SHEFFIELD CHEMICAL 
Co., Inc., Norwicn, N. Y. 
Marcu 25, 1954 

Chairman Aiken and gentlemen of the committee, my name is John G. Brereton. 
I am president of Sheffield Chemical Co., Inc., a division of Nati 
ucts Corp., with business headquarters at Norwich, N. Y. 

This statement is submitted to the committee so that it will be 
serious decline of the domestic casein industry and will include in its 
consideration of legislation affecting the farm-support program full recognition of 
the factors which have contributed to the virtual liquidation of this important 
segment of the dairy industry. 

You will recall that I appeared personally before this committee on May 5, 1953, 
and presented a detailed statement bearing on the domestic production and import 
control situation on casein. In the present statement, I will give you only a 
summary of the overall casein situation and try to bring the record up to dat 

For your general information, it should be noted that casein i 
protein constituent of cow’s milk and is found only in milk. It 
which gives milk its white appearance. Commercially, caseir 
curdling skim milk and by washing and drying the curd to produce a g! 
end product relatively pure in protein. ‘Though not as well know: the public 
as skim powder, butter, or cheese, casein is a basic dairy commodity in terms of 
tonnage normally produced and consumed in this country Casein has a multi- 
tude of industrial applications, such as in paper coating, adhesives, paints, floor 
covering, plastics, insecticides, printing, textiles, fermentations, and rubber 
One hundred pounds of skim milk yields 2.4 to 2.7 pounds of dried casei Casein 
is basically the same product whether it is made from milk in this country or in 
the Argentine, New Zealand, Holland, France, or Canada. 





508 GENERAL FARM PROGRAM 


The domestic casein industry has been literally forced out of business because 
of high milk costs resulting from the price-support program on skim-milk powder 
and the uncontrolled importation of casein at duty- and freight-paid prices which 
are well below the cost of manufacturing casein in this country. In other words 
the domestic casein industry has been put in the position of pricing itself out of a 
market. 

The following table gives the domestic production and the imports of casein 
from 1935 through 1953. It shows that the domestic production of casein in 
earlier years amounted to 42 to 48 million pounds per year and represe - d a bi 
market for milk since these quantities of casein are equivalent to 127 to 145 
million pounds of skim-milk powder. Such amounts of skim powder pctanain a 
substantial part of the total quantity of powder now being purchased by the 
Government under its price-support program. 


[In thousands of pounds] 


Domestic! Domestic 
produc- | Imports es | produc- | Imports 
tion | tion | 


1935-39 (average) , 100 8, 199 “47 | 35,831 | 
1940 f , 24, 523 G48 14, 372 


1941 i 5 41, 518 949 18, 348 
1942 4 16, 819 95 18, 531 
1943 . 28, 426 05 e< 21,620 
1944_. 5 47, 225 952 7, 482 
1945 an : * 51,610 953 _. 15, 000 
1946 . : ae 8, 316 45, 346 


1 Estimate. 


In particular, it should be noted that the domestic production of casein in 1952 
was down to 7.5 million pounds and is estimated in 1953 to have been less than 
5 million. This is practically zero production of casein. While the domestic 
production of casein has been declining, you will note from the above table that 
imports of casein have continued at high levels and, in fact, reached a peak of 
74.2 million pounds in 1953. In other words, there continues to be a very big 
domestic market for casein and this market is being satisfied almost entirely by 
foreign supplies. 

On April 14, 1953, the Sheffield Chemical Co. and other members of the domestic 
casein industry petitioned the Production and Marketing Administrator for 
action by the De _n ment of Agriculture on casein import quota and fees under 
section 22 of the Agricultural Adjustment Act of 1933, as amended. We recom 
mended a quantitative limitation based on 50 percent of the average quantities 
of casein imported annually during the 5-year period, 1948 through 1952. Im- 
ports during this period averaged 45.7 million pounds annually and 50 percent of 
this would have been 22.8 million pounds. It was pointed out that lifting th 
1952-53 import quota on casein while import controls were continued on other 
dairy commodities constituted a discrimination against the domestic casein indu 
try which had adversely affected it. This original petition was supplemented or 
July 2, 1953, to cover the matter of casein substitutes since we had been advise 
by the Production and Marketing Administration that the production problen 
on domestic casein was mainly due to the increased use of lower priced, syntheti 
products which competed with casein in many of its uses. In other words, we 
were told that the decline in domestic casein production was the result of cheaper 
substitutes when the facts clearly demonstrated that our position was simply the 
result of high milk prices under the price-support program and a failure to control 
imports which had forced the domestic casein industry to price itself out of a market 
and therefore to go out of business. 

We stated in our July 2 supplement for import control action under section 2 
that the domestic casein industry could be revived if two things were don 
First, to lower milk prices by lowering support levels; and, second, to apply ono 
controls on casein which would strengthen the market and give the domes 
casein producer a chance to compete but still not force him to price his caliiae t 
above prevailing prices for such casein substitutes, as soy protein. 

Our petition for action under section 22 was refused and we include herein for 
the record copy of letter received from Assistant Secretary John M. Davis covering 
this point: 


) 
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DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., September 22, 1953. 
Mr. J. G. BrEReETON, 
President, Sheffield Chemical Co., Inc., 
Norwich, N. Y. 

Dear Mr. Brereton: The request contained in your letters of April 14 and 
July 2 for restriction of imports of casein to 50 percent of the 1948-52 average 
imports under section 22 of the Agricultural Adjustment Act of 1933 has been 
carefully studied. Our investigation of the available information indicates that 
there is not sufficient justification for the proposed actior 

It appears that the major reason for the recent decline in domestic 
of casein is that domestic manufacturers cannot profitably make casein from 
skim milk at its value for making nonfat dry milk solids under the current milk 
price support program and at market prices of casein at which the principal 
users of casein will continue to use it. You have indicated that prices of imported 
casein recently have been about half of the cost of producing casein in the United 
States. Paper manufacturers, who are principal users of the product, have 
indicated that an increase in price of casein to the level indicated by you as 
necessary to produce casein under present conditions would cause them to shift 
to such substitutes as soya protein, starch and synthetic chemicals. It appears, 
therefore, that the proposed action would not result in the use of substantially 
more skim milk in the production of casein and would not substantially reduce 
the production of nonfat dry milk solids and the Department’s price support 
purchases of that product. 

Thus on the basis of the available information, it appears that imports of 
casein are not having the effects required in section 22 in that they are not the 
major cause of the recent decline in domestic production and are not materially 
interfering with the current milk price support program. 

Sincerely yours, 
Joun Davis, 
Assistant Secretary. 


Now we come to the spring of 1954 and a time when this country finds itself 
faced with the problem of disposing of huge surpluses of skim milk powder and 
other dairy products, acquired under the price-support program. ‘These sur- 
pluses exist at a time when milk production is apparently headed for an all-time 
high, giving serious concern as to what additional quantities of surplus dairy 
products the Government will have to purchase in the support program beginning 
April 1, 1954. And yet when it comes to casein, we find that we have turned 
our backs on a big market for skim milk and this hardly makes sense. The 
domestic casein industry fully realizes that its pricing must be realistic or cheaper 
substitutes for casein will find their place. However, a combination of lower 
prices for milk going into casein manufacture and a quantitative import control 
program would undoubtedly bring us to a point of compromise wherein the price 
of casein to the user would be reasonable and yet competitive insofar as substitutes 
for casein were concerned, 

In summary, I urge this committee to remember that casein is an important 
dairy commodity and normally represents a very substantial outlet for skim 
milk in this country. The domestic casein industry has been forced to price 
itself out of the market and our country has, as a result, become dependent almost 
entirely on foreign supplies of casein. This almost complete dependence on 
foreign supplies of a material having so many industrial applications and being 
so important to our industrial effort under emergency or wartime conditions is 
simply not good business. Lower milk prices and, if necessary, import controls 
should be established which will encourage this important segment of the dairy 
industry to resume production and regain this huge market for milk which has 
been lost and in so doing, to help reduce the glut of skim-milk powder in the 
Government’s hands, 

J. G. BRERETON. 


STATEMENT FILED BY GEORGE SNYDER, ORLANDO Farms, ORLAND, CALIF. 


A continuing increased production of milk and the food products manufactured 
from it must be maintained each year if the increasing population of the United 
States is to have a nutritionally adequate diet. Dairy farmers are willing and 
capable of producing a continuing abundance of milk and its products at reasonable 
prices for American consumers; provided educational research and other services 
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make possible an income from production and sale of milk to earn farm fami! 
inco'res equivalent to those earned by other segments of the population. 

We dairy™men of California do therefore adopt the following program: 

1. We urge enact’rent by Congress of an amendment to the Agricultural Act 
of 1949 that will direct the Secretary of Agriculture to support the prices of mil 
butterfat, and its products at 100 percent of parity and that will authorize t} 
Secretary to utilize parity-production payments to farmers, in combination wit 
other approved methods of support. 

2. We urge the Secretary of Agriculture to announce now his official and definit: 
decision to extend the present dairy price-support program at a minimum of 90 
percent of parity. 

3. We urge the United States Department of Agriculture to revise the pro- 
cedures currently utilized in the administration of the dairy price-support pro 
gram so that the announced level of supports will be actually reflected to dair 
farmers in all sections of the country rather than the less than 80-percent supports 
now received in Many areas. 

4. We urge that a revised parity formula be adopted so that the calculated 
parity price for milk producers in different areas will reflect an economic balance 
with the rest of the economy. 

5. We are opposed to enactment of sliding scale, variable or flexible price-suy 
port levels for any farm commodity. We urge all dairy farmers to join force 
with farmers who produce other commodities in the interest of enactment of a 
sound, fully adequate price-support program. 

6. We favor the enactment of an expanded agricultural conservation practic 
program with sufficient funds to make payments to wheat, corn, cotton, and other 
producers who put their diverted acres into soil building annual crops, developing 
a national soil fertility security reserve rather than using such land for commercia 
production. 

7. We recognize that American consumers cannot maintain and increase 
purchases of milk and its products unless they have adequate incomes. There- 
fore, we urge adoption by business, industry, and Government of economic poli- 
cies that will promote and encourage national economic expansion at a rate suffi 
cient to maintain prosperous full employment with increased productivity per 
man, and increased consumption at a rate sufficient to balance expanding pro- 
duction. 

8. We urge adoption of special means and programs to enable low-income con 
sumers and relief recipients to increase their purchase of milk and its products 
through regular channels of trade up to a desirable nutritional standard. Addi 
tionally, we urge increased use of milk and its products by the United States 
Armed Forces, in public welfare institutions, and in the school-lunch program 

9. We urge the establishment of a security stockpile of milk products under 
provisions of the Critical and Strategie Materials Stoc kpile Act, such commodi- 
ties to be purchased in the market, or from Commodity Credit Corporation, at 
prices provided for disposition of Government-held commodities in section 403 of 
the Agriculture Act of 1949, including provisions for adequate civil-defense needs 

10. We urge the adoption of import and export policies under negotiated ir 
ternational agreements, so that imports of milk and its products will not reduce 
returns to American dairy farmers below 100 percent of the parity price, and that 
export markets for United States milk products will be expanded. To the extent 
that our Government believes that it is in the national interest to promote two- 
way trade by accepting imports of agricultural commodities that compete with 
commodities produced on American farms, farmers should not be required to 
bear the cost; rather this cost should be borne by the entire Nation. 

11. Other suggestions recommended for increasing the consumption of milk and 
its products are— 

A. Intensified research on marketing and transportation procedures to deve lop 
more attractive and appealing products, lower-cost distribution methods, and 
more effective sales programs to move a greater volume of dairy products at fair 
prices 

B. Inasmuch as it is clearly demonstrated that increasing the purchasing power 
of lower income families results in their increased consumption of dairy products 
while equal increases in incomes of higher income groups does not, we recom 
mend: That any tax reduction made by Federal or State Governments should b« 
tailored to benefit low-income families, preferably by raising the personal exemp- 
tion; that the legal minimum wage should be raised and extended to additional 
workers, including agricultural workers, of unemployment insurance and work- 
men’s disability programs; that social security benefits be increased and extended 
to additional workers, including agricultural workers and family-farm operators 
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C. A broad publie appeal to industry, business, and trade unions, to raise wages 
out of profits without increasing prices, so as to keep purchasing power risi1 
enough to balance increasing productivity per mar 

12. We urge adoption of Federal legislation to authorize gccellerated deprecia- 
tion for tax purposes and a capital credit program to enzble dairy producers’ 
cooperatives and other privately owned dairy processing plants to replace obso- 
lescent plant facilities with modern flexible multiple-purpose dairy plants 

13. We urge enactment by Congress of a loan and service ageney and program 
similar to the cooperative rural electrification program of REA to assist in the 
establishment of a Nationwide system of dairy marketing and processing 
cooperatives. 

14. We urge dairy farmers to explore the possibilities of setting up national or 
regional dairv marketing organizations 

15. We urge the Congress to increase appropriations for the school-lunch pro- 
gram in order to increase the use of dairy products. and we recommend that 
purchases be made from local sources to insure better quality. 

16. We urge that a California State milk marketing order be brought into effect 
and the repeal of the Young and Desmonds Q hich ar ow insufficient 
in 1954. Sinee milk distribution is now re I os veal, that Federal 
orders should be reexamined for their effect the transfer of milk from one local 
market to another, and their effect on the locations of productio 

17 We urge that costs of processing an ais itlor I {airy products He 
investigated and appropriate legislation be enacted to insure producers of receiving 


g fast 


a fair share of the consumers’ dollar. 

18. We ask Congress to enact legislation directing the Armed Forces to 
butter and milk products; that farmers and processors make every possible eff 
to see that such butter and other products are of high quality, and we urge 
the Armed Forces use sufficient care in transportation and handling of such 
products that their high quality is preserved up to the point of consumption. 

19. To facilitate product quality improvement, we recommend: (a) Better 
coordination of State standards of sanitation and quality inspection across 
State lines, and that the United States Department of Agriculture engage in 
activities to bring about this coordination; (b) that the Federal Government 
assume a greater responsibility in setting standards and promoting the eradication 
of Bang’s disease and tuberculosis: (c) that the Federal appropriation required 
to support the $25 and $50 indemnity be restored; and (d) that the grade of 
milk be determined on the basis of flavor, sediment, and bacterial count in addi- 
tion to the physical surroundings. 

20. We recommend appropriation of greater funds for public and private, 
including cooperatives, research and educational activities designed to discover 
and encourage the adoption of improved dairv farm management techniques that 
will reduce the costs of milk production and improve the quality of milk when 
it leaves the farm. We urge every dairy farmer to avail himself fully of every 
such service and to adopt such of the improved practices as are adapted to his 
farm and within his financial resources. 

21. In connection with use of parity production payments as a method of 
supporting the returns from the sale of milk, butterfat, and other perishables, 
we favor placing a maximum limitation upon the amount of such payments that 
can be earned by an individual farmer in a single year at the following level: 

An individual farmer would be authorized to earn a production payment only 
upon each unit of the commodity he produces and sells up to a volume of sales 
so that the total received from sales plus payments would be not more than 
$25,000 for farms, with average farm-cost-gross-income ratios, or its net income 
equivalent for types of farms where the ratio of farm costs to farm gross income 
is greater than under average farm conditions. 


LETTER Fitep By 8S. F. Rrepma, Prestpent, NATIONAL ASSOCIATION OF 
MARGARINE MANUFACTURERS 


WASHINGTON, D. C., March 18, 1954. 
Hon. Georce D. AIKEN, 
United States Senate, Washington 25, D. C. 
DeaR SENATOR AIKEN: During this week representatives of the dairy indus- 
try have appeared before the Committee on Agriculture and Forestry in the course 
of hearings on proposed farm legislation as it affects that industry. The testi- 
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mony presented has dealt with proposals for disposing of Government-own 
butter in the domestic market. 

I respectfully suggest that one important consideration, not developed in t 
course of the testimony, deserves specific statement for the information of al 
concerned, members of the committee, farm producers, and consumers alike 

The disposal by the Government of its butter at a loss price means, in effect 
adoption of a policy to buy and sell one American farm product, butter, in dire: 
competition with another, margarine. The disposal of some 300 million pound 
of surplus butter, at prices designed to make that amount of butter sell, would 
probably destroy a substantial part of margarine’s market. In turn, the mark: 
position of American cottonseed oil and soybean oil, the major ingredients 
margarine, would be seriously affected. The assumption apparently made du: 
ing the hearings that margarine and its ingredients should not be considered j: 
any solution of the Government butter surplus problem, does not seem an equitab 
or sound approach in the light of the facts. 

It would be appreciated if you will make this a part of the record. For your 
further information, I attach a copy of a letter to Secretary Benson on the subj: 

With best personal regards, 

Sincerely yours, 
8S. F. Rrepma, President 


FEBRUARY 11, 1954 
Hon. Ezra Tart Benson, 
Secretary, United States Department of Agriculture, 
Washington 25, D. C. 

DEAR SECRETARY Benson: I understand from a press item that you have stat: 
the margarine industry has no objection to the subsidized price disposal of butte: 
Unfortunately, its position cannot be stated in such categorical terms. 

Our association recognizes the problem with which you are confronted, Yo 
have not consulted us, but we do wish to be constructive. We believe foo 
should be made to be eaten and not stored. We protest, however, against butte 
disposal plans that cannot possibly be fair to all consumers, that may be urged 
to purposefully injure margarine, and that establish the Government as the los 
merchandiser of one farm product to the injury of another. Such proposals ar: 
temporary expedients and do not solve the butter surplus problem. 

You undoubtedly recognize that the disposal of 260 million pounds of surplu 
butter at prices designed to make that amount of butter sell, would probabl; 
destroy a substantial part of margarine’s market. Our association has frequent! 
emphasized that the money saved by buying margarine is a well-spent “bonu 
when applied to the purchase of whole milk. 

Dumping of tax-bought butter at tax-subsidized prices, sets a precede 
dangerous to all concerned. It does not solve the butter problem. It does not 
give Mrs. Consumer what she wants the way she wants it, through fair com 
petition at the grocery store. It establishes a policy whereby the Government 
employs its powers and the taxpayers’ money to promote butter to the injury 
of margarine and the farmers raising cotton and soybeans. Congress voted against 
this kind of discrimination when it repealed antimargarine taxes in 1950. 

These considerations, of course, are made quite apart from the subject of farm 
price supports. We believe that the program should be revised so that the present 
dilemma will not arise in the future. 

Our association will appreciate your giving these comments your careful 
consideration. We shall continue to sell margarine on its merits, and to give 
Mrs. Consumer a table spread as nutritious as any, at the lowest possible com 
petitive prices. 

Sincerely yours, 
S. F. Rrepma, President 


Reso.utions Apoprep BY PrRopucER-MEMBERs OF LAND O'LAKES CREAMERIES, 
Inc., Marcu 10 anv 11, 1954, Firep By Senator HUMPHREY 


BURPLUS DISPOSAL 


Section 550 of the Mutual Security Act of 1951 as amended in 1953 provides 
for disposal of surplus agricultural commodities in world markets. We endorse 
the principle of this section of the act and urge that funds provided for such 
purposes be used to the fullest possible extent in disposing of surplus dairy stocks 

Further disposals of such stocks should be obtained through distribution of our 
armed forces, school-lunch programs and all other available outlets. 
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PERMANENT DAIRY PRICE STABILIZATION PROGRAM 


We believe in the principle of a self-supporting program for agriculture 
O’Lakes Creameries has always favored the principles first advocated by its late 
president, John Rrandt, for a self-help price stabilization plan for dairying. 

We believe such a plan would provide protection for dairying from the factors 
that may arise from other programs and provide adequate dairy supplies for a 
growing population, 

We recommend that Congress further study and develop legislation based on 
this plan as currently recommended by the National Milk Producers Federation 
for dealing with surplus dairy products. 


DISPOSAL OF SURPLUSES 


We recognize that the mechanics of disposing of dairy inventories held by the 
Commodity Credit Corporation represents a difficult problem for the Department 
of Agriculture. We recommend that the plan proposed by the National Milk 
Producers Federation be given favorable consideration. 

The proposal contemplates the releasing by the CCC of its stocks of butter 
into the domestic channels of trade at a reduced price which will reflect a lower 
price to the ultimate consumer. 

We recommend further that increased disposals of surplus stocks be made 
through distribution to our Armed Forces, school-lunch programs and all other 
available outlets. 

REDUCTION IN DAIRY SUPPORT PRICES 


The proposal by the Secretary of Agriculture to reduce dairy price support 
levels to 75 percent of parity reflects unwarranted discrimination against the 
dairy farmer. Inasmuch as the price supports on most other commodities will 
remain at higher levels, maintaining high prices for feed and other products so 
necessary to dairying, it is not equitable to so drastically cut the return to the 
dairy farmer. 

As an alternative, we recommend immediate congressional action on amend- 
mends to the Agricultural Marketing Act of 1949 which would limit the reduction 
in price supports during any one year to 5 percent. 

We commend Congressman August A. Andresen and Senator Edward J. Thye 
for introducing this bill in their respective houses of Congress and urge upon all 
Members of Congress their favorable consideration of the legislation. 

We further urge our members to work for passage of the amendment and solicit 
the endorsement of it by other groups. 


NATIONAL MILK PRODUCERS FEDERATION EFFORT 


We wish to commend the membership, officers, and the staff of the National 
Milk Producers Federation for their endorsement of the self-help plan for dairy 
price stabilization. 

The ambitious effort to publicize this program and to place it before Congress 
deserves the support of all of us. 

At the same time, we are pleased to support the federation’s move to secure 
action on the amendment to the Agricultural Marketing Act of 1949, which would 
limit the reduction in support levels. The quick action is getting this proposal 
sponsored in both houses of Congress is an indication of the alert representation 
we have in Washington. 

FOREIGN TRADE POLICY 


We favor international trade and the expansion and development of such trade. 
However, this country is committed to a high standard of living, a high price level, 
high wage rates and to the maintenance of agricultural prices which will protect 
the purchasing power of farmers. Therefore, our foreign trade policies should not 
conflict with the domestic agricultural price stabilization programs. 

Therefore, until such time as a satisfactory self-help program can be enacted 
and put into operation, we favor the effective control of dairy product imports 
whenever such imports would burden the operation of our support programs. 


ADVERTISING AND EDUCATION 


We recognize the need of increasing advertising and sales promotion as a com- 
petitive stimulant in the sales of dairy products. We also recognize the value 
of an educational program in which is taught the value of milk and the products 
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of milk. We approve the move to increase contributions for general activities; lent 
and to increase contributions for specialized modern techniques such as televisior man 
programs conducted by organizations specializing in the promotion and adver- TI 
tising of dairy products. and 
In this connection we commend the American Dairy Association for developing lair} 
& promotional campaign to keep the consuming public clearly informed about 
the dairy industry and the desirability of using larger quantities of dairy products 
The results of this expanded program clearly indicate its value. We appreciat 
the necessity of properly financing suc}i1 a movement and hereby give our en- 
couragement to the 12-month set-aside by dairy farmers. 


MOTOR CARRIERS 


We are deeply disturbed over the apparent effort of the Interstate Commerc 
Commission to reduce the scope of the agricultural exemptions provided in th« 
Motor Carrier Act. The Commission should abide by the provisions of the act 
in accordance with the intent of Congress. We will oppose any modification of 
the law adversely affecting the present agricultural exemptions of the act. 

We are particularly concerned over the brazen attempt to practically eliminat« 
the long-established practice of “‘trip-leasing.”” As a means of reducing trans- 
portation costs of agricultural commodities, our member dairy cooperatives have 
utilized the practice of trip-leasing, with its inherent flexibility making possible 
more efficient and economical marketing. 


THE SCHOOL-LUNCH PROGRAM 


We urge that the school-lunch program be continued and expanded through 
increased appropriations giving consideration to the number of children of school 
age and the accepted standards of adequate nutrition and recommend that greater 
emphasis be placed on use of high quality milk and dairy products in connection 
therewith. We recommend supplemental legislation, if necessary, to achieve 
these ends. 

FREIGHT RATES 


All farmers are doubly burdened by rising freight rates, being affected by in- 
creased costs of the production supplies they buy and by lowered returns from the 
products they sell. We, therefore, protest against increases in transportation 
costs arising from policies which lower productivity per man and result in less 
efficient use of equipment. 

We support the services provided by the Department of Agriculture in analyz- 
ing rate increase proposals and in opposing unwarranted increases. 

We endorse the activities of all agricultural groups on behalf of lower freight 
rates for farm commodities and the products thereof and offer our cooperation 
in the continuance of such efforts. 


ERADICATION OF DISEASE IN LIVESTOCK 


The eradication of communicable diseases in livestock is desirable both from a 
standpoint of public health and the great economic losses suffered by farmers. 
We urge and support the continuation of the present Federal programs for the 
eradication of tuberculosis and brucellosis from dairy herds and other livestock 
and that Federal funds to match State appropriations be requested to fulfill this 
purpose. 

We further request that indemnities for the eradication of foot-and-mouth dis- 
ease, anthrax, and similar communicable livestock diseases be provided without 
requiring matching State funds. 


IMITATIONS OF MILK AND ITS PRODUCTS 


In the past few years many concerns have been manufacturing and placing on 
the market a variety of commodities made in semblance of milk and its products 
These imitations are increasing every year in number and variety, often financed 
and promoted by firms which have developed their capital structure and built 
their reputation on pure dairy products. 

These developments endanger the health of the American people, particularly 
the children. The Federal and State enforcement authorities are not coping 
satisfactorily with the rampant deception and fraud which has resulted. Experi- 
ence clearly shows that complete public protection against deceptive and fraudu- 
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lent foods is absolutely impossible so long as such products ere permitted to be 
manufactured and sold. 

This situation is so dangerous to all consumers that we believe the manufacture 
and sale of imitation dairy products and products made in semblance of genuine 
dairy products should be forbidden by law. 


SOCIAL SECURITY 


We approve efforts to extend old-age and survivors insurance so that all farm 
workers may be covered However, we believe that in making the program 
available to farm operators it should be on an optional basis. 

We recommend that old-age compensation be paid on a basis similar to an 
insurance or retirment annuity without deduction or adjustment because of 
economic benefits or income from other sources. 


WAGE-HOUR EXEMPTIONS 


We oppose any attempts to narrow the present scope of agricultural exemptions 
relating to maximum hour and minimum wage provisions of the Fair Labor 
Standards Act. To strengthen and clarify the present exemptions relating to 
the first processing of milk and its products, we urge the enactment of legislation 
which will define the first processing of milk, buttermilk, whey, skim milk or 
cream, to include all operations prior to, including and through the completion 
of such first processing whether performed at the same or different times or in 
one or more places or by one or more employers. We also will support an amend- 
ment which will clarify the definition of ‘employee’? by providing that suc 
term does not include any individual who under usual commonlaw rules has the 
status of an independent contractor. 


} 
2th 


GRADING STANDARDS 


We urge the Inspection and Grading Service of the Department of Agriculture 
and other governmental agencies to continue their efforts to improve the standards 
of dairy products. 

JOHN BRANDT FOUNDATION 


We wish to commend the action by a group of friends and associates of our late 
president, John Brandt, in establishing the John Brandt Memorial Foundation 
as a living memorial to him. 

We urge that all members and patrons generously support the establishment of 
this foundation dedicated to research in the field of dairying 
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MONDAY, MARCH 22, 1954 


Unitep States SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry, 
Vv ashington, dD. C. 

The committee met, pursuant to recess, at 9:54 a. m., in room 324, 
Senate Office Building, Senator George D. Aiken (chairman) pre- 
siding. 

Present: Senators Aiken (chairman), Thye, Hickenlooper, Williams, 
and Schoeppel. 

The CuarrMan. The committee w ill come to order. We have sev- 
eral witnesses and we had better cet started. Other members of the 
committee wil] be here very shortly. This morning we will hear from 
the beekeepers of the country in regard to the proposal to put honey 
price supports on the same basis as for other nonmandatory com- 
modities. 

The first witness this morning is Mr. Alan I. Root, chairman of 
the Honey Industry Council of Medina, Ohio. I might say while 
Mr. Root is getting his statement ready, that we have several com- 
munications from groups of honey producers and many individuals 
and requests from some Members of Congress to have communica- 
tions inserted in the record and made a part of the record. With- 
out objection, these communications will be made a part of the 
record. 

The one I have in my hand is from Mr. Fliegner of Wyoming, and 
it will be inserted at this point. 

(The letter referred to above is as follows:) 

Riverton, Wro., March 17, 
Senator FRANK BARRETT, 
United States Senate, Washington, BC 

Dear SENATOR, Banretr: I am writing to ask you to lend your suy 
having honey included as a mandatory item in the new agricultural suy 
now being prepared for Congress. It has been in this category on t! 
support bill and the results have been very gratifving both to tl 
and from the Government viewpoint, 1 would think eupporti honey 
the Government virtually nothing and has assured us of a minimum ear 
our honey. It has not curtailed the price from rising above support as evidenced 
from the past year’s operation where a short crop has driven the price of honey 
2 cents per pound above support Yet it has eliminated the organizing of brokers 
to drive the price of honey down and forcing producers to take low returns for 
honey. As you know, honey producers are farmers of a sort and as such are not 
organized to a high degree and have difficulty meeting pressure from brokers 
However, during the past years under support there has been a great advancement 
by honor producers toward organizing and improving their own market conditions 
I feel that this continuance of honey on the mandatory support list will still further 
help this cause and will not cause the Government to buy appreciable amounts of 
honey. This will in turn benefit all of agriculture by maintaining a pollination 


force for seed growers, as well as fruit growers 
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I would appreciate very much your serious consideration toward supporting 
our cause. The fecretary of the Wyoming Beekeepers Association has been 
instructed to also write you as this body endorsed the above views. 

Thanking you very much fer your fine services. 

Very truly yours, 
WALTER M. FLIEGNER, 
President, Wyoming Beekeepers Association, Riverton, Wyo 

The Cuarrman. Mr. Root, you have a statement. We will bé 

glad to have you proceed with it, 


STATEMENT OF ALAN I, ROOT, CHAIRMAN, HONEY INDUSTRY 
COUNCIL OF AMERICA, MEDINA, OHIO, ALSO REPRESENTING 
THE BEE INDUSTRIES ASSOCIATION 


Mr. Roor. Yes, sir; Senator Aiken, and members of the Senate. 
I am Alan Root, chairman of the Honey Industry Council of America. 
The Honey Industry Council of America in conjunction with the four 
national organizations of which it is composed, is pleased to submit to 
the Congress and to the United States Department of Agriculture its 
recommendations for a program for honey. In most respects it is 
in conformity with the agricultural policy of the administration in 
regard to all agricultural programs. 

That portion of our recommendation which we are submitting to 
Congress was prepared at the national industry meeting held in Balti- 
more, Md., the last week of January. At this meeting delegates from 
40 States were present along with all elements of the bee and honey 
industry. 

May we explain briefly that the Honey Industry Council of America 
is an overall national organization made up of 9 men; 4 representing 
the American Beekeeping Federation, which is the national producers’ 
organization ; 1 member from the American Bee Breeders, also a 
produc ers’ group who specialize in the raising of bees and queens; 
2 members from the National Honey Packers and Dealers Assoc ‘lation, 
which re presents some 25 honey packers and around 75 to 80 percent 
of the honey packed in the country; 2 members from the Bee Industry 
Association, which represents 17 bee equipment manufacturers. 

We mention the above to show that this recommendation we are 
about to give was arrived at by the best democratic means available 
to the industry to obtain a true expression of the feeling of the indus- 
try in this matter. No doubt some individuals will feel it does not 
go far enough and possibly others may feel it is not needed. We feel 
it is both needed and reasonable. 

We respectfully recommend that in the preparation of any new law 
covering support for agricultural crops, honey be retained under 
mandatory support on the same flexible basis as in the Agricultural 
Act of 1949 rather than under permissive support as has been pro- 
posed to Congress. 

The present law simply states that the price of honey shall be sup- 
ported through loans, purchases, or other operations at a level not 
in excess of 90 percent or less than 60 percent of the parity price. In 
the past 4 years support for honey has varied between 60 and 70 
percent of parity. This supported honey at an average price of 9 
cents in 1950, 9.9 cents in 1951, 11.4 cents in 1952, 10.5 cents in 1953. 

In order to show why this industry warrants your time this morn- 
ing and why it deserves support, we think we can best illustrate this 
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by quoting from the first paragraph of Bulletin E584 issued by the 
USDA, Bureau of Entomology and Plant Quarantine, Publication 
38280: 

Most people have some appreciation that honeybees are the only source of 
honey and beeswax. Few realize, however, that, although the beekeeping 
industry produces in excess of 200 million pounds of honey and 4 million pounds 
of beeswax annually, these are merely byproducts, and that its principal role is 
in the polination of the many agricultural crops for the production of seed and 
fruit. Without the help of insects to effect pollination, many species of plants 
will not set seed or produce fruit no matter how well they are cultivated, fertilized, 
and protected from diseases and pests. 

Some of the additional facts that I am going to give here are also 
direct quotations from the bulletin. I would like to comment that 
the authcr, Dr. James I. Hamilton, is present here today. If there is 
any technical question, on the subject of pollination, I am sure he 
will be glad to attempt to answer it. 
> The CHairman. We will let you proceed with the statement. 
You might get interrupted. If not, we will let you finish the state- 
ment and then ask the questions. 

Mr. Roor. The next line I am about to read is also a direct quote 
from that bulletin: 

More than 50 agricultural crops are dependent upon the honeybee for cross 
polination or yield more abundantly when bees are plentiful. 


The presence of adquate bee population means increased yields and 
lower costs of production for such crops as fruit, vegetables, legumes 
seed, cotton, et cetera. It enriches the land fy making legume seed 
plentiful and indirectly reduces the production costs of meats, milk, 


wool, et cetera. 

More than 80 percent of the insect pollination in our country is done 
by honeybees. They pollinate and are essential to production of our 
legume seeds, almost all of our vegetable crop seeds, with the exception 
of potatoes and tomatoes, and virtually all of our berries and fruits 
except citrus fruits. Modern agriculture with intensive farming 
without fence rows has destroyed the nesting places of wild pollinating 
insects. The modern use of chemicals to spray for injurious insects 
further destroys these pollinators. This has thrown onto the honey- 
bees almost alone the work formerly done by the wild insects, a point 
well worth noting in any consideration of bees and honey, for it is little 
recognized by the average person. 

The value of honeybee pollination now is rated at from 15 to 100 
times that received by the beekeeper for honey and beeswax. Yet 
honey production makes practically all of this benefit to agriculture 
possible. 

In some sections of the country this pollination service can be sold 
to the farmer, but not to an extent that the beekeeper can maintain 
his outfit or make a living. Bees have been taken for granted for so 
long and the crops receiving pollination are in such scattered acreages 
that beekeepers must rely alone on the honey they sell for their com- 
pensation for this service. 

3efore honey was included in the Agricultural Act of 1949 the 
industry was showing signs of a very unstable market. Honey had 
come down from an average of all packs price of 24.9 cents in 1947 
to 15.2 cents in 1949 (USDA Bureau of Agricultural Economics) and 
scattered lots were reported at prices that indicated further adjust- 
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ment and severe trouble ahead. I would like to pause there to correct 
a typographical error in the preparation of this report, where it says 
11.2, it should say 15.2. However, what I was attempting to show 
there was that a big adjustment had come about before honey was 
pegged by the price support. 

The CHarrMan. That was true of most agricultural commodities, 
I believe. 

Mr. Roor. I think that is probably correct. There was about a 
40-percent drop from the peak to 1947. Without going into all of 
the details of the support program over the past 4 years, the industry 
is still contracting in the number of beekeepers, whereas, as a matter 
of fact, for the best interest of modern agriculture it should be ex- 
panding. Beekeeping can be mastered only through considerable 
experience and the industry is still confronted with a lack of young 
men continuing in the footsteps of their fathers, and too many 
oldtimers are giving up their bees. 

The CHarrMan. Is the reduction in total number of hives or in 
number of beekeepers? Is the tendency to consolidate as there is in 
other branches of agriculture? 

Mr. Roor. I think that has been the tendency, for it to go into 
larger holdings. The BAE figures show a contraction. I have 
talked with them over there, and I am rather of the opinion that the 
figures do not fully reflect the actual contraction. BAE figures 
showed some 6 million colonies of bees at the peak of 1947 against 
5% million now. From our own experience in the industry, our 
records of the number of beekeepers, | am rather of the opinion that 
in 1947, at the peak, that there were many beekeepers and hives of 
bees came into the picture that did not get onto the BAE records 
I think a truer picture would have been somewhere around 7 million 
colonies. I cannot prove that, however. I possibly could by getting 
a lot of records from supply manufacturers over the country. 

From figures obtained from the USDA Bureau of Agricultural 
Economics and the United States Census, in 1900 we had approxi- 
mately 4 million colonies of bees as against 5} million colonies today 
That is a 37-percent increase in the last 54 years, where as a matter of 
fact the population has increased from 76 million to over 160 million 

Senator ScHorrrpe,. Mr. Chairman, I would like to ask at this 
point, what has caused this? The price of honey has generally de- 
clined recently, has it not? 

Mr. Roor. Yes. 

Senator ScHorpre.. Is it because of different dietary practices and 
things like that, or is it the intense competition with newer and better 
and more attractive packaging of sweets of all kinds, and with different 
types of jellies and fruits, or what is it? 

Mr. Roor. I am not sure that I am qualified to answer that question 
and my personal opinion would be the competition with other sweets. 
For instance, during the war period when sugar was rationed, a lot 
of people went into beekeeping simply to be able to have some sweets. 
It seems to be an obsession with people to want sweets and sugar was 
scarce. Soa lot of people ate honey. 

The CuarrMan. They used to keep a few swarms to provide honey 
for the family and some for the relatives and the neighbors. As a 
commercial industry, they found they could make more money going 
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to work in the airplane factory or somewhere else and do not like to 
bother with the bees any more. 

Mr. Roor. His question, of course, had to do with the price of 
honey. I think it is the competition of cheaper sweets probably that 
has had an effect on it. 

The CuarrMan. Maple products have gone up something like 400 
percent in this period. In 1900 maple sirup was a dollar a gallon. 
Now it probably averages $6 a gallon, and there is less of it produced, 
the reason being that it is 85 percent labor in the cost of maple sirup 
and even at $6 they do not have the labor to make it. 

Mr. Roor. The point I was trying to make, of course, is that in the 
last 54 years really there has not been the increase in the number of 
colonies of bees that probably would be good for agriculture in this 
country. What I am trying to prove is that we have not over- 
stimulated the industry as of yet. The main benefit the industry 
has received from the present price-support program is not from the 
relatively small amount of money received in direct payment from the 
program, but from a stabilized and orderly market. As a result of 
that program there is now around $300,000 worth of honey under 
loan and purchase agreements in the country, with packers and dealers 
organizations pledged to purchase all of this amount if at all possible, 
and it seems likely this can be done. 

There is no large surplus of honey. The cost to the Government 
has been relatively light and with the support level kept just under 
the stimulating point, there is no reason to anticipate that it ever 
should be an expensive or embarrassing matter to the Government 
The market price of honey in 1953 has been a cent or more above the 
average support level of 10% cents used in the 1953 marketing season, 
but is below the price it was selling for in 1926 and is still below the 
production cost in many areas of the country. 

Our present organizations in the industry are growing and working 
hard to put some self-help programs into effect, with others in the 
planning stage which will at some time in the future, we hope, elimi- 
nate the necessity for support price programs. Both in the fall of 
1952 and 1953, with the help of the USDA, nationwide point-of-sale 
promotion programs for honey were carried out with excellent results 
in the way of increased sales. There will be others who will testify 
and will elaborate more on that. 

For the 1954 crop the honey packers and dealers and producers 
will start building for the future with a voluntary tax on each of 
1 cent per 60-pound can of honey. Manufacturers of hives and 
equipment are also voluntarily contributing a percentage of their 
sales. ‘The money will be used for the promotion of honey by routing 
it through the marketing committee of the American Beekeeping 
Federation and the American Honey Institute. We hope to raise 
the annual consumption above the 1% pounds per capita level that 
has existed for some years. One extra one-half pound per capita 
consumed per year would utilize all of the surplus and eventually 
make price support unnecessary and is a goal the industry is working 
toward. 

Senator Scuorpre.. That is, of course, on the basis that no more 
go into the industry. 

Mr. Root. That is true. It is quite possible, as you say, that if 
all of the honey were used up it would stimulate the industry some. 

44084—54—pt. 184 
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Following the harmonious and successful national meeting at 
Baltimore in January 1954, the organizations and the honey council 
requested of the USDA that honey be supported during the 1953 
marketing season. That would be 10% cents average. Also the 
reinstatement of the diversion subsidy at the present rate and the 
export subsidy program at a reduced rate as crop conditions may 
indicate the need. 

We believe that the Department of Agriculture is well aware of the 
importance of the honeybee and we are hopeful that they plan to 
continue supporting honey in some manner and giving aid and advice 
to the industry in its marketing problems. Over a period of time, 
however, conditions can change and administration and policies can 
be altered. We feel that the matter is too important to this industry 
and to modern agriculture to leave this matter somewhat to chance. 

Permissive support could be the first step to no support under 
certain conditions. Honey markets would be disorganized and the 
industry would continue to degenerate at a speed that would in a short 
time prove harmful to the general agriculture. Mandatory support 
gives assurance of support with only. the price level needing adjust- 
ment from year to year. This would permit perfection of the market- 
ing program which is showing much promise. It would also allow 
the honey producers to plan ‘their next year’s operations with con- 
fidence that honey price support would not be withdrawn without 
considerable notice. 

There are several hundred thousand beekeepers scattered over 
every State of the Union and varying in size from large operators 
with 10,000 colonies of bees to many thousands of backlot or part- 
time beekeepers who sell their honey locally. These latter are just 
as vital for they furnish the bees to give adequate pollination for every 
square mile of the country. 

Bees being the only insect that can be cultivated and controlled are 
our only means of insuring proper pollination of many farm crops. It 
is not an exaggeration to say the pollination function of bees is as 
important to most agricultural crops as is sunshine and rain. 

Beekeeping is probably the only branch of agriculture that shares 
directly the benefits of its work with its neighbors and for this and 
the reasons given above, we feel that the beekeeping industry is 
indeed deserving of a stable market for its product during the period 
of adjustment. Beekeepers are the most independent and _ self- 
sufficient individuals that you are likely to meet. ‘They would not 
ask for help they do not need. 

The Cuarrman. You would say they are the most independent 
and self-sufficient individuals, except for the bees in the hives, would 
you not? 

Mr. Roor. I think probably that qualification would be quite 
right. We do appreciate the opportunity of visiting with you this 
morning. We have six other witnesses who are listed here. Would 
it be in order if I comment briefly just about each one of these people 
to give you a little history? 

The Cuarrman. Yes, indeed. We are glad that you do have seve ral 
witnesses here this morning. As you understand, the legislation as 
introduced forms the basis for the hearing and the various groups 
affected have all been invited to present their views. 

Mr. Roor. We certainly appreciate it. 
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The Cuarrman. I believe we find your group very reasonable in 
presenting their views. You always have been and we are glad you 
are with us now. If you would like to comment about them, go 
ahead. 

Mr. Root. Mr. Henry Schaefer is president of the American Bee- 
keeping Federation, Inc. That is a producer’s organization which is 
on a national basis. It has been organized, I believe, for 10 or 12 
years. This is Mr. Schaefer’s second year as president of the organ- 
ization. Mr. Schaefer will follow me. 

Mr. R. B. Willson is president of the National Honey Packers and 
Dealers Association. That is an organization that was formed at 
the San Jose meeting approximately a year ago. The primary pur- 
pose was to try to find some way of organizing the industry to give 
some self-help in the promotion of honey on a national scale. 

Mr. Willson has traveled in Europe. Jie knows the export prob- 
lems very, very well and is very well qualified to represent the packers 
and dealers. 

Another leg of our producers organization is represented by Mr. 
Chris Jensen of Macon, Miss. Mr. Jensen is representing the Ameri- 
can Bee Breeders Association, which is a southern organization. 
Most of the bees in this country are raised in the South due to weather 
conditions. Mr. Jensen has been at this business, he told me yester- 
day, 39 years. He does not look it, as you will notice when he comes 
on, 

Another producer, a member of the board of the American Beekeep- 
ing Federation, is Mr. Walter Sagunsky of Sheridan, Mont. Mr. 
Sagunsky is going to try to crystallize some of our points here if there 
is time. One other member who is not mentioned here requested 
at the last minute to be present. He is Mr. Roland Stone, who is 
representing I believe the California Packers. I believe he will be 
on at the tail end of the program. 

The CuarrmMan. Any further questions? 

Senator ScHoerPe.. Mr. Chairman, | would like to ask the gentle- 
man: Will any of these witnesses cover the importation of honey and 
the effects of that on the industry? How much honey is imported into 
thiscountry? Where are your greatest importation difficulties coming 
from? 

Mr. Root. Might I pass that question and let Mr. Willson, who 
will speak third, answer that question? He is better qualified to pass 
onit. Iam not sure whether Mr. Willson had planned to cover that, 
but I am sure he is able to cover it, and I think Mrs. Shepard covers it. 

The CHarrman. Thank you, Mr. Root. Now we will hear from 
Mr. H. A. Schaefer, president of the American Beekeeping Federation 
of Osso, Wis. 


STATEMENT OF H. A. SCHAEFER, PRESIDENT, AMERICAN 
BEEKEEPING FEDERATION, OSSO, WIS. 


Mr. ScuHaerer. Senator Aiken, members of the committee, I am 
a commercial beekeeper operating 1,000 to 1,200 colonies of bees. I 
am a member of the Sioux Honey Association and have been a member 
of their board for the past 10 years. 

A substantial part of America’s honey crop is marketed through 
three leading honey producer cooperatives. We have resolutions 
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for mandatory support for honey from two of these co-ops. The 
president of the third indicated on the phone yesterday that he was 
in favor of mandatory support and he expects his board of directors 
to vote likewise at their board meeting tomorrow—March 24. 

The CuarrmMan. By mandatory supports, does he mean the present 
law? 

Mr. Scnarrer. That is right. Retain it. The three co-ops are: 
The Florida Money Co-op “with a large membership in Florida, 
marketing nearly 2 million pounds of honey annually; the Sioux 
Honey Assoc ‘iation, which has nearly 500 members in 25 States from 
Georgia to California, with 5 processing plants—Lima, Ohio; Rogers, 
Tex.; Colton, Calif.; Tacoma, Wash., and Sioux City, lowa; marketing 
over 20 million pounds of honey per year. The other, the president 
of which talked with me on the phone yesterday, is the Finger Lakes 
Honey Cooperative of Groton, N. Y. They market approximately 5 
million pounds of honey annually. Altogether, these co-ops market 
nearly one-fifth of the annual United States commercial honey crop 

The managers and the boards of directors of these producer co-ops 
we do not have official word from the third—believe mandatory price 
support for honey to be the leading factor responsible for the industry’s 
present orderly honey market, ‘because the loan feature tends’ to 
keep distress honey off the market. 

The CuatrMan. Thank you, Mr. Schaefer. Are there any ques- 
tions from members of the committee? Does anybody among your 
witnesses have any information as to the income received from rental 
of bees? 

Mr. Scuagerer. The aggregate income, you mean? 

The CHarrMan. Yes. 

Mr. Scuarrer. I do not know. 

The CHarrMaNn. Maybe some of your witnesses to follow might 
have that. I mention that because in the part of the country | 
come from, the income from the rental of bees seems to exceed con- 
siderably the income from the sale of the honey and the wax. 

Mr. Scuarrer. In some sections yes, because where the bees are 
set out for pollination of these specified crops, the bees are set in 
such numbers in order to do a good job of pollinating, that there 
would not be enough honey in the flowers to make a surplus crop of 
honey. 

The bees would be overpopulated in order to visit all the flowers 

The CHarrmMan. We have no overpopulation. I know that or- 
chardists do have to pay pretty substantial prices for the rental 
bees for a 10-day to a 2-week period. I can remember when the) 
used to get a swarm for $3. Then it went to $5; then it went to $10. 
Last year I understand they paid $12 or $15 for the rental of a swarm 
of bees. I presume that would be the peak price for the country 
although I do not know about the Western States. 

Mr. Scuarrer. I would not be in position to state what they 
received in the West for their pollination. 

The CuartrmMan. And during the rainy season, even with the rental 
of bees, they will only get a good crop of apples on the trees within a 
short distance of the hives if it rains at blossoming time. 


Mr. Scuanrer. That is right. I had a man contact me the other 


day who wanted me to take the bees all through the orchard, set a 
few colonies here and a few colonies there. 
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The CHArrRMAN. I presume too a good deal of the honey is produced 
in areas where there is no market for the services of the bees and no 
rental possibilities. 

Mr. Scuaxrer. In my locality at home, the farmers produce quite 
a bit of medium clover seed. ‘The first crop goes for hay, the second 
crop for medium clover. Some of these men come to me and want 
bees to pollinate this second crop of clover. The man across the road 
does not. How am I going to direct my bees to the one who is paying 
for it? 

The CHarrMan. It is pretty hard to make collections from them. 

Mr. Scuaerer. So I get that general pollination service through the 
price I get for my honey. 

The CHarrMANn. At one time, Mr. Schaefer, I used to raise a lot of 
raspberries. Of course the honey bee would not break the berry open, 
but the yellow-jackets did. Then the honey bee would come along 
and the consequence was that my neighboring beekeepers would have 
pink-streaked honey; in fact, very pink. I never got sued for damages, 
because after all, the bees were trespassing. 

Mr. Scnarerer. You did not sue the beekeepers for damages either, 
did you? 

The CHarrMan. No, I did not sue them either. Thank you. 


RESOLUTIONS FILEp By H. A. ScHAEFER, PRESIDENT, AMERICAN BEEKEEPING 
FEDERATION, FROM THE Sioux Hongy ASSOCIATION, AND THE FLORIDA HONEY 
COOPERATIVE 

Sioux City, Iowa, February 22, 1954. 

Mr. Ezra T. BENson, 

Secretary of Agriculture, Washington, D. C. 

DrarR Mr. Secretary: We, the members of the board of directors of the Sioux 
Honey Association, coope rative, with supporting members in 25 States, marketing 
cooperatively one- -tenth of the annual honey production of the United States, 
convened in regular meeting this 22d day of February 1954, in Rogers, Tex., do 
hereby endorse with the following recommendations the attached resolutions on 
price support as adopted unanimously by the American Beekeepers Federation, 
Inc., in convention assembled in Baltimore, Md, January 25 to 30, 1954. We 
recommend that the following white or lighter honey be not exported under the 
subsidy program: Citrus, clover, alfalfa, sage, vetch, basswood, catclaw, Quajilla, 
mesquite, star thistle, blue curl, or any other mild light honeys used for bottling 
and having national acceptance as table honey. 

E. G. Brown, president, Sargents Bluffs, Iowa; H. A. Schaefer, vice 
president, Osseo, Wis., Wisconsin and Illinois.; Newman J. Lyle, 
Sheldon, Iowa, director at large; Frank Cook, Arcadia, Nebr., 
Nebraska and Kansas; Irvan Gunter, Erskine, Minn., northern 
Minnesota and North Dakota; Oscar Schmidt, Bay City, Mich., 
Ohio and Michigan; J. D. Beals, Harlingen, Tex., Texas, Louisiana 
and Mississippi; R. F. Romer, general manager, secretary- 
treasurer, Sioux City, Iowa; Gerald Twombly, Fullerton, Calif., 
California; Henry Hansen, Dakota City, lowa, lowa and Missouri; 
Ivan Shearon, Jefferson, 8. Dak., South Dakota and southern 
Minnesota; Charles Miller, Riverton, Wyo., Colorado and Wyom- 
ing; R. L. Longnecker, Wapato, Wash., Montana and Idaho, 
Washington and Oregon; Ray Reed, Los Angeles, Calif., Cal- 
ifornia, Arizona and Utah. 


Fioripa Hongy Cooperative, INc., 
Umatilla, Fla., March 2, 1954 
SECRETARY OF AGRICULTURE BENSON, 
Washington, D. C 

Dear Srr: Inasmuch as the honey price-support program, in the past, has 
operated without undue cost to the Government and has been of very great value 
to the beekeeper members of the Florida Honey Cooperative, who perform without 
charge a vast amount of pollination service for Florida melon, vegetable and 
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citrus crops, we desire to have the following features listed in the 1954 honey 
price-support program: Therefore, be it 

Resolved, That honey be supported at 75 percent of parity, but not less than 
the dollar- and- -cent value per pound of the 1953 program. 

That as the diversion subsidy program in the past has been of great value ji 
creating new markets, we ask that it be continued on the same level of 4 cents 
per pound. 

That to assist our present administration with their policy of getting away from 
rigid supports, we ask that the export subsidy on darker grades of honey (light 
amber and amber) be restored at a rate of 3 cents per pound, based on the present 
level of prices in the world market. Such a subsidy should be decided and 
approved after crop estimates show that we have a surplus of honey coming up 
This should be decided about July 1 of each year. In the past, this portion of 
the program has been very beneficial, due to its ability to remove large quantiti: 
of surplus offgrade honey and doing it without high cost. 

The beekeepers only return from the above-mentioned pollination service ji 
through the sale of their honey , which in the past has been selling at extreinely 
low prices, in comparison with the cost of operation. It is for this reason ‘hat 
we ask the above features be included in the support program by the Agricul 
tural Committee when making up their present price-support program. 

Sincerely yours, 
Fioripa Honry Cooperative, INc. 


The CHarrMaANn. The next witness is R. B. Willson, chairman of 
the Honey Packers and Dealers Association of New York City. 


STATEMENT OF R. B. WILLSON, PRESIDENT, NATIONAL HONEY 
PACKERS AND DEALERS ASSOCIATION AND PRESIDENT, R. B. 
WILLSON, INC,, NEW YORK, N. Y. 


Mr. Wiutuson. Mr. Chairman, Members of the Senate, the Na- 
tional Honey Packers and Dealers Association endorses the statement 
read by Mr. Root. 

We believe that removal of honey from mandatory price support to 
a permissive basis would result in needlessly lower prices that would 
be harmful, not necessarily to us, but definitely harmful to producers 
Without a support price the producer takes the best price he is offered, 
or he can hold. The dealer and packer, with large supplies available 
in the hands of the producer, always purchases from the one with the 
lowest price. 

He has no choice, for the honey market is highly competitive 
This arrangement for buying, when honey is abundant, as it usually 
is for 6 months or more after the honey harvest, is one that drives 
prices down and the unorganized producer is at its mercy. He can’t 
even go to his bank and borrow, because except for the two times in 
this century when we had a sugar shortage, honey has not been 
considered good collateral by many banks. 

Senator Scuorpret. Mr. Chairman, I would like to ask the gentle- 
man a question. Please understand I am no expert on the honeybee 
business. Some of these questions may sound rather juvenile to you 
How long can you keep honey that is properly cared for, in storage? 

Mr. Wiiuson. Sir, we usually say indefinitely. But honey does 
deteriorate somewhat. Some honeys lose considerable flavor. All 
honey darkens in color. When flavor is lost and honey darkens in 
color, it automatically becomes less valuable. 

Senator ScHorrrEL. Does it affect the actual food value of the 
honey? 
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Mr. Wiuuson. Probably not, but the darkening is a change from 
Jevulose to furfural, and the probability is that furfural is not quite 
such good food as levulose. 

Senator Scuorepret. You say the business is highly competitive. 
Do you mean from the standpoint of the sellers? 

Mr. Wrttson. From the standpoint of the sellers it is very highly 
competitive. The bulk honey sales are made on a basis of usually 
half a cent a pound profit or not more than a cent a pound of profit. 
Honey in packages, jars, is made on relatively a small margin of profit. 

Senator ScHoepPreEL. What does it cost you to package for sale, 
not in bulk? 

Mr. Wriuson. What would it cost to package it? 

Senator ScHOEPPEL. Yes. 

Mr. Wittson, Sir, I am not a packer of honey so I prefer to leave 
that question to a packer. I deal in bulk honey exclusively. 

Mandatory price support, at small cost to our Government, auto- 
matically stabilizes the market. The producer has the comforting 
assurance that the market cannot sink to ruinously low levels, so he 
does not fear to lay out funds for bees and equipment, and containers, 
in advance of the crop, as he must do in this business of producing 
honey. 

Senator Scnoorpre.. I would like to ask you this: What does it 
cost you to buy a good representative colony of bees and get them 
into operation? 

Mr. Wiuuson. | would also like to defer that question, sir, to a 
honey producer. 

Senator Scnoorpper.. | am trying to add to my fund of information. 

The Cuairman. We have some of the producers’ representatives 
yet to be heard, including one from the American Bee Breeders 
Association who will undoubtedly tell you what he gets for a swarm. 

Mr. Wiuuson. The packer and dealer buys more freely because he 
can forget about serious inventory losses and so proceeds with con- 
fidence to plan his selling campaigns. 

Permissive supports for honey give no early season assurance, 
When permissive supports might finally be put into effect, serious 
damage to many producers may already have been done. The 
confidence that comes with mandatory support is not theory. We 
have had it for 4 years and have seen its benefits. We believe it is 
best for the American bee-keepers’ welfare, which is essential to 
American agriculture. Consequently we, the honey packers and 
dealers, believe it is best for our entire industry. 

The Cuatrrman. Thank you, Mr. Willson. Are there any further 
questions? 

Mr. Root. Mr. Chairman, I wondered about the question that was 
asked by the Senator here about export and also import. I pass 
that question to you, Mr. Willson. Can you answer the question? 

Mr. Wiuuson. I will be glad to answer it, but I think maybe that 
will be brought up later. I would like to give information from my 
point of view on honey imports after I have heard what any other 
witness has to say about it. May I be recalled, sir? 

The CHarrman. Do you personally import honey? 


Mr. Wiutson. Yes, I do. 
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The CuarrmMan. The other witnesses have not very long statements 
We might as well go on with them, if there are no further questions for 
Mr. Willson. 

Senator Taye. Mr, Chairman, I should like to ask Mr. Willson a 
few questions. You say you are an importer? 

Mr. Wiuutson. That is a part of my business, yes, sir. 

Senator Tuye. You import honey? 

The CHatrMan. He is a dealer in honey. 

Mr. Wixuson. Yes. 

Senator Taye. How much do you import annually? 

Mr. Wiutson. My total imports, I think, will probably run in th 
neighborhood of 3 to 4 million pounds. 

Senator Tuy. Can you not find enough in the United States? 

Mr. Wiuuson. Yes, we can, sir. But the imported honey business 
actually saved our American honey business during the war. 

Senator Taye. How? 

Mr. Witis0on. During the war arrangement for honey, the dealers 
in honey could not buy honey from beekeepers in the U nited States, 
and there were many formulas that demanded honey for use such as 
in'bread and tobacco and candymaking. Had it not been for the small 
quantities of imported honey that come into the United States—I say 
small, sir, in comparison to our total national crop—we would have 
had a very bad time of it. As it was, a number of loaves of bread, for 
example, were discontinued and have not been put back on the 
market since because they could not buy honey 

The CHairmMaNn. Then you would say that you import about half 
of the honey that is imported into the United States? 

Mr. Wituson. I think I do; yes, sir. 

Senator Scnorrren. Has that been increasing or diminishing? 

Mr. Wiutson. It has held on about an even keel in recent years. I 
look to see it decrease for two reasons. Two of our largest manufac- 
turers of honey in the United States have been using imported honey, 
and I would rather not use their names in an open meeting, sir, but I 
shall be glad to divulge them if necessary. They have discontinued 
the use of honey from Cuba. They do not consider its quality 
satisfactory. They have been using in excess of 3 or 4 million pounds 
between them. 

One of those firms I know has definitely switched to domestic 
honey because of quality. 

Senator Tuyr. Is the price anywhere near your domestic honey? 

Mr. Wiutson. Yes, the price, sir, of imported honey of equally 
good quality, or ADPIPZINB HART equally good quality today, is so high 
that if you were to bring a carload of it into New Orleans and ship 
it by truck to Chicago, it would be as high or higher than domestic 
honey. So, generally speaking, it is not underselling our honey. 

Senator Taye. I am sorry, Mr. Chairman, I was not able to be 
here when Mr. Willson was making his testimony, therefore I have 
to ask a few of these questions. 

Do you support the continuance of legislation and departmental 
action that will support honey? 

Mr. Wituson. Yes, sir; I do. 

Senator Tuyr. You do support that type of legislation? 
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Mr. Wixuson. I do. I do on the basis that what is good for the 
American honey producer is in the long run good for people like me 
who are in the business of distributing honey. 

The CuarrMan. Mr. Willson, would you still support the manda- 
tory support provisions if section 22 should be invoked on honey? 

Mr. Wiiuson. I am not so sure that I understand what would 
happen. 

The CHarrMan. For instance, if it were shown that importation 

portati 

of honey was bringing the price e domestic honey down to or below 
the support level or if it could be bought for less than the support 
level, then would it be advisable in your opinion to maintain the 
70-percent level of supports, or whatever the level might be? So 
long as that support level is maintained and you can bring in un- 
restricted imports of honey, do you not make more money than you 
would if you did not have mandatory supports at a high level? 

Mr. Wiutson. I might make more money, but I am not primarily 
concerned with that. I am primarily conce ‘ned with the welfare of 
the American honey industry which I have been associated with 
since | was a very young man. 

The Cuarrman. About how much honey do you handle a year? 

Mr. Wiuuson. Oh, in the neighborhood of 12 million pounds. 

The CuarrMan. About a third of it is imported? 

Mr. Wiutuson. Yes, sir. 

The Cuarrman. Any further questions? If not, the next witness is 
Chris Jensen, American Bee Breeders Association. 

We are glad to have you with us, Mr. Jensen. You are representing 
the American Bee Breeders Association. I suppose you breed them 
to sell? 

Mr. Jensen. Yes, sir; that is primarily my business 

The CHarrman. And you breed them for quality? 

Mr. JENSEN. Yes, sir; that is right. 

The CuHatrMan. Do you have any artificial breeding associations? 

Mr. Jensen. Yes, sir. 

The CHarrman. I was just wondering how well the beekeeper was 
keeping up with the cattle industry. 

Mr. Jensen. We are keeping abreast, I believe. 


STATEMENT OF CHRIS JENSEN, AMERICAN BEE BREEDERS ASSO- 
CIATION, MACON, MISS. 


Mr. Jensen. Iam N. C. Jensen of Macon, Miss., a commercial bee 
breeder, and past president of the American Beekeeping Federation, 
also past president of the American Bee Breeders Association. Today 
in this group I am representing the American Bee Breeders Association, 
which group constitutes a unique and distinct segment of the beekeep- 
ing industry and is confined mainly to the Southern States because of 
climatic and geographical location most suitable for the propagation 
of queen bees and package bees or swarms. We are an integral part 
of the whole beekeeping industry, interdependent on the other 
segments. 

(1) Queen breeders and package beemen, as we are known, are de- 
pendent on the honey producers and those rendering pollination 
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service mainly in the Middle and Northern States for the sale of our 
products. 

(2) Due to reduced net income from the production of honey during 
the past several years, many beekeepers are being forced to reduce 
their operations in order to cut costs. Others are going out of business 
altogether and going into other occupations offering more lucrativ: 
income by way of higher wages being paid in other industries. This 
trend is resulting in the loss of many of our customers and a greatly 
reduced volume of package bee and queen sales. 

(3) Some bee and queen producers in the South, in an effort to 
maintain some semblance of enterprise and provide a livelihood for 
their families, have and are trying to convert their outfits to honey- 
producing units. But areas in the South where this is practical are 
very limited, with low yields. Many outfits are being reduced to 
family-sized operations. 

(4) Production of native-grown legume seed for forage and soil 
conservation would be seriously restricted if the number of colonies 
of bees is permitted to continue to decline as it is now doing. While 
some pollination service has in some instances added to the income of 
individual beekeepers, areas of this nature are also limited and bee- 
keepers generally will, in the future as in the past, be dependent on 
their sale of honey as their main source of revenue. 

Colony numbers in both the North and the South are almost sure 
to continue to decline until such time as the price of honey rises suffi- 
ciently above cost of production to make the investment of capital 
and labor justified. 

(5) Old and experienced beekeepers are disappearing from the scene 
of action faster than replacements are being trained to take over. 
Few young men are willing to follow their dad’s in businesses that not 
only do not hold promise of future security, but that also involve 
hard work, sweat, and long hours. 

(6) From the bee breeder’s standpoint, the production and main- 
taining of breeding stock and facilities for supplying varied quantities 
of bees and queens where and when wanted requires much technical 
and practical knowledge of the habits and characteristics of the honey 
bees. The necessary skill and know-how are acquired only through 
years of devotion, study, and work. 

The capital investment in any phase of apiary culture is considered 
far in excess of many other businesses and certainly beyond the 
comprehension of the uninitiated. 

(7) In conclusion, | would emphasize the value and importance to 
the beekeeping industry during the past 3 years of the honey market- 
ing program and price support of honey in the stabilization of markets. 
On behalf of the entire bee industry and in particular the American 
Bee Breeders Association whom I am representing in this hearing, 
I covet your most serious and sincere consideration in a continuation 
of the mandatory support as it is in the present law. 

The CuarrMan. Has you business been generally satisfactory the 
last 3 years? 

Mr. Jensen. No; it has been quite on the decline, that is, especially 
of package bees. I would say especially of package bees or swarms. 

The CHarrMan, Have the mild winters of the last few years had 
anything to do with that? 

Mr. Jensen. Mild winters are really a detriment to us in the South. 
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The CHarrmMan. They are a detriment to you? 

Mr. Jensen. They are really a detriment; yes, sir. We have 
difficulty then in holding the bees more or less quiet, dormant. They 
consume more stores and they raise broods out of season and use up 
their stores of honey and pollen and usually come out in the spring 
in poorer condition than they do in an average cold winter. 

The Cuarrman. Is your market largely for bees for honey produc- 
tion or for pollinating? 

Mr. Jensen. For honey production mainly. 

The CuatrMan. Do you know the answer to the question of why 
bees sometimes take a violent dislike to certain people who are doing 
nothing more irritating than minding their own business? 

Mr. Jensen. No, sir; I do not think that is exactly true, either 
Weather has more to do with that than any dislike for any particular 
individual. They are very temperamental and are influenced greatly 
by weather conditions. 

The CHarrMAN. I mentioned that because I had a hired man one 
time who, if he got within any distance at all of bees, whether they 
were bumblebees or honeybees, and even if he did not know they were 
there, they would come out and chase him off the place. 

Mr. Jensen. There may be exceptions to that rule. I could not 
exactly answer that. 

The Cuarrman. I know that that question has been raised time 
and time again. 

Mr. Jensen. Of course I do know this, that there are differences 
in people’s dispositions themselves, their attitude when they get 
around bees. They become nervous, and if a bee flies around their 
head they will duck to get out of the way where an experienced 
person or one who is not afraid of bees will go on and pay no attention. 

The Crarrman. I know in his case if he did not know he was near 
any bees, they would come out and go after him. That is why I 
asked that question. There is a difference in the disposition of bees, 
is there not? 

Mr. JENSEN. Yes, sir. 

Senator ScHoEPPEL. I wonder if that followed the old theory that 
a fellow who is afraid of a mule is more likely to get kicked than a 
fellow who moves right in? 

Mr. JENSEN. That is right. It has a lot to do with it, absolutely. 

Senator ScHoEpPEL. Mr. Jensen, I note here that your business is 
producing bees, colonies of bees, for use in the production of honey 
as well as for pollination. 

Mr. Jensen. That is right. 

Senator ScHoepPPeL. Has the pollination program been generally on 
the upgrade? 

Mr. JenseEN. Commercial pollination has been for a time. That is 
confined to certain areas, too. I think it has already reached its 
apex, if I gather right from the information I have. It is slightly on 
the decline. 

Senator ScHorrreL. What is the cause of that reduction? 

Mr. Jensen. There are a number of factors. While I am not in the 
pollination business—I can only speak from talking with colleagues 
in the bee business—there are lots of problems involved in this com- 
mercial pollination, either from the grower’s standpoint or the bee- 
keeper’s standpoint. The weather has a great deal to do and trans- 
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portation is a big item, and the labor situation is another thing that 
we are all having to contend with. 

Senator Scnorpre.. Do you find that your business has fallen off 
in proportion to the general overall use of insecticides and dusting? 

Mr. Jensen. No, sir; I would not say it has been from that stand- 
point very much. There was a time up until about 4 years ago, that 
many beekeepers were being almost put out of business by the use of 
insecticides. But since the discontinuance of the use of arsenic, and 
the newer insecticides have been put into use, we are having very 
little difficulty any more from the insecticides standpoint. The 
insecticide people themselves are particularly interested in developing 
insecticides that will be less toxic and injurious to the bees and the 
beekeeper. 

Senator Scuorpre.. That is what I understood has happened in the 
last several years. 

Mr. Jensen. Yes, sir; they are working very closely together. 
They are very good friends. 

Senator ScHorrrpeL. What is the cost of producing on a good 
average bee farm, if that is what you call it, or a colony? 

Mr. Jensen. That is dependent very, very largely on management 
and on the reputation of the firm, the length of time it has been in 
business. ‘There are too many angles to answer that in any specific 
degree at all. 

Senator ScHorprPe.. Is it such a technical industry from that par- 
ticular phase of it that only a few go into it, or is it that only souls 
with long patience would go into it? 

Mr. JENSEN. It takes a lot of patience, regardless. There are too 
many of them that fall by the wayside because they just are not willing 
to put everything into it that it takes. It is very technical. 

The CHarrMaNn. What is a swarm worth now? 

Mr. JensEN. I happen to have my price list here of packaged bees. 
By the way, the bees are sold by the pound. We put them up in 2-, 
3-, and 4-pound packages, generally with a queen. They take those 
as a nucleus to start each hive with. It runs anywhere from $3.75 
for a 2-pound package with a queen to $4.75 for a 3-pound package 
with a queen. The queens vary in price from a dollar each to a dollar 
and a half, according to the strain of bees they buy and also in propor- 
tion to the quantity. We have a graduated price scale governing the 
quantities that they buy. 

Senator ScHorpre.t. How long does it take to produce one? 

Mr. JENSEN. We figure on the average of 25 days from the time we 
graft the larva until we have a mature queen ready to ship out. 

Senator ScHorpreL. How many can you produce in a season down 
in your country? 

Mr. JENSEN. With our facilities, we are equipped to produce 
probably in the neighborhood of 25,000 queens, provided the demand 
was there. Our capacity is in the neighborhood of 5,000 queens a 
month. 

The CuarrMan. How many bees can one queen supervise? 

Mr. Jensen. An ordinary honey-storing colony will range anywhere 
from 60 to 75,000 bees. 

The Cuarrman. How many pounds would that be? 


Mr. JENSEN. We figure an estimate of about 5,000 bees to the 
pound. 
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The CHarrMan. Fifteen pounds of bees to a colony then? 

Mr. JensEN. Twelve to fourteen to fifteen pounds of bees to a good 
colony. 

Senator ScHorePPe.. Do you find that is largely a domestic industry 
or do you have any competition from importation of 

Mr. Jensen. There is no importation of bees to this country. It 
is prohibited. 

Senator ScHorrPeL. That is what I wanted to know. 

Mr. Jensen. Yes, sir. Importations have been prohibited since 
1938. 

Senator Tuyr. How is your foul brood? 

Mr. Jensen. The foul brood is not the menace any more that it 
once was because in the development of disease-resistant bees and 
the antibiotics that are being used now the foul brood is no longer a 
very serious threat to beekeeping. It is prevalent in some sections, 
but not to where it gives the beekeepers too much concern any more. 
At least they have methods whereby it can be very well controlled. 

Senator Tuyr. You are permitted to move from one State to the 
other? 

Mr. Jensen. Not necessarily; no, sir. You have to have a health 
certificate. 

Senator Tuyn. But you are qualified to move? 

Mr. Jensen. Yes, sir. We can ship to any foreign country. 

Senator Taye. I mean domestically across the United States. 

Mr. JENSEN. Yes, sir; in packages, not in used beehives, not in 
hives of used equipment. Certain States have embargoes and reg- 
ulations prohibiting the movement of bees on combs or in used equip- 
ment. But in packaged bees, there is no barrier. 

* Senator Tuyr. The breeder is, however, taking bee colonies from 
down South up into the North? 

» Mr. JENSEN. Yes, sir; provided he can supply that certificate of 
inspection covering at least 2 years. 

* Senator Ture. Are you doing any research trying to develop a bee 
that will pollinate the alfalfa? 

Mr. Jensen. I do not think any work is being done specifically 
because most any bees that will gather honey are inclined to be 
pollinators—will be pollinators. 

Senator Tuyr. As a usual thing they are not capable of snapping 
the trigger in the alfalfa. 

Mr. Jensen. Where they are not, usually there are some wild 
species of bees like bumblebees and some of the wild bees that perform 
that function. 
® Senator Tuyx. That is one of the difficulties in producing alfalfa in 
most of the highly intensified agricultural areas, because you do not 
have enough wild bees and your so-called honeybee is not capable of 
pollinating the alfalfa plant. 

Mr. Jensen. I beg your pardon. To a large percentage they are, 
and they have certainly increased the yield of seed remarkably. 

Senator Tuyr. They have increased it, but to a great extent the 
honeybee is not capable of getting deep enough into the blossom to 
upset the little trigger that contains the pollen in the alfalfa plant. 

Mr. Jensen. That is true. In other words, that bloom has to be 
open for the pollen to enter the bloom. 
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Senator Toye. Absolutely. And the domesticated bee is not 
capable of getting down in‘there as a usual thing. They give up 
before they trip it, 9 times out of 10. Is that not about right? 

Mr. Jensen. I would not say to that extent; not sir. 

Senator Tuyr. We are having difficulty in the domesticated area 
and that is the reason I asked the question. Are you doing any 
breeding in that line? 

Mr. Jensen. Not specifically on pollination, I do not think. I do 
not know of it, if there is. 

The CHarrMan. You are breeding them for honey rather than 
muscle. 

Mr. Jensen. That is right. Honey production is the primary 
consideration; ves, sir. 

Senator HickenLooper. Mr. Jensen, do you have any figures on 
the number of stands of honeybees in the United States now as com- 
pared to 5 vears ago, 10 vears ago? 

Mr. Jensen. No; I do not have the exact figures, but I do know 
from figures I have read and compared, there has been a decline in 
the colony population. I do not have the exact figures, but I think 
some of our witnesses do have figures to establish that, or answer 
that question. 

Senator HickENLOoopER. Years ago, before the beekeepers group 
got together to go at this from an organized and perhaps scientific 
way, beekeeping was more or less of a hit-and-miss business. Some 
farmers would have bees and some would not. Some people in small 
towns would have bees and some would not. I am just wondering 
if you have any statistics as to whether or not, since it has become an 
organized industry for the production of queens and colonies, and 
since the appreciation of the colonizing ability of bees has become 
apparent, the stands of bees in the U nited States have actually gone 
up in numbers substantially. 

Mr. JENSEN. It has been highly specialized, and the bees are kept 
in fewer hands. While in some instances some of the outfits have 
grown somewhat, others are having to concentrate and retrench to a 
certain extent. I think where pollination is highly in demand, there 
is an influx of beekeepers. That is, the beekeepers are being invited in. 

Where years ago we used to have to fight for locations and plead 
for locations and pay rental on locations, today they invite us in; 
they are glad to have us—not from a paying standpoint but from the 
fact that they are aware that bees are necessary for their operations 

Senator HickeNnLooper. Do you have any idea at the moment how 
many people or companies or individuals are engaged in the business 
of moving their stands of bees around from place to place during 
certain seasons for pollination purposes? 

Mr. Jensen. No, sir, 1 do not. In the first place, that is restricted 
to certain areas, too, where migratory beekeeping is practical for that 
purpose. Most locations in the South are confined to permanent 
locations. Bees stay on the same location in the summer and winter. 
In areas in the West where seed production is a big thing, a great 
deal of migratory ete arn takes place. As to the number that are 
actually in migratory beekeeping from the pollination standpoint, I 
would not have the slightest idea 

Senator HickENLooperR. Those people who are in the migratory 
beekeeping business will start in with the appropriate crops when 
they first come in the South and follow them North? 





GENERAL FARM PROGRAM 535 


Mr. Jensen. To some extent. That is true in the East. In the 
West I imagine it is a little different procedure. However, they do 
build their colonies up on their winter locations and then move to 
the honey flow or to the area where they produce their honey crops 
in time for the colonies to build up and get ready for storing their 
honey crops. 

The Cuarrman. If there are no further questions, we will call the 
next witness, Mr. Walter Sagunsky of the American Beekeepers 
Federation. Mr. Sagunsky is from Montana. What part of Montana 
are you from? 

Mr. Saaunsky. Sheridan, Mont., right in the mountains, Senator. 
We are just about 60 miles from Yellowstone Park. 

The CuHarrmMan. You will admit that is the best part of Montana. 

Mr. Sacunsky. That is the finest part of Montana, without any 
question. The fishing is good, too. 

The CuarrMan. We are glad to have you here and 
ment on this matter. 


get your state- 


STATEMENT OF WALTER SAGUNSKY, AMERICAN BEEKEEPING 
FEDERATION, SHERIDAN, MONT. 


Mr. Saaunsky. I would like to say I am a beekeeper and a honey 
producer. I operate about a thousand colonies of bees. I should 
like to answer the question, if you still care to have it, on the price of a 
colony of bees. 

Senator ScHorppev. Yes, | would like to have that if you can give 
it. 

Mr. Sacunsky. We consider that an approximate cost of a 4-story 
colony of bees is about $20. 

Senator HickENLoopER. How many bees on the average would be 
in there? 

Mr. Sacunsky. It varies. A colony in the spring is approxi- 
mately 10 or 15 thousand bees, but the queen, as soon as the season 
starts, begins to lay at a tremendous rate and builds that colony up 
to 50 or 60 or 70 thousand bees. So it is the same colony, but it 
varies from the spring opening until the honey flow begins in the 
summertime. The amount of bees that are in there really does not 
affect the cost of the colony very much. The queen can produce the 
extra bees in a short time. 

The CHairMan. Do you carry your bees through the winter? 

Mr. Sagunsky. Yes; we pack about a thousand colonies. What | 
was going to say, when you asked what these bees are worth, they are 
worth about $20. But we have had quite a number of people who are 
trying to sell out of the bee business and get. out awe from it, and they 
just cannot get even $9 or $10 per colony. In fact, I have two neigh- 
bors who are fairly large operators who are trying to sell out and they 
just are not able to sell out. There is not anyb ody interested in the 
beekeeping business because it is just a little too uncertain for them 
at this time. 

The CHarrMan. It is getting more difficult to hire anybody to care 
for bees. 

Mr. Saagunsky. Yes; we have always had a lot of trouble because 
of course there is not anvbody who wants+to get into something where 
he gets stung and it is all pretty hazardous-looking to him. Incident- 
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ally, that reminds me when you asked about who gets stung and why, 
I would just like to say this, that a bee will go for a dark object—me 
and my black hair and black eyebrows, he will come for me pretty fast. 
A dark, fuzzy suit will make him quite angry. 

Consequently, we wear white coveralls or something like that with 
a hard finish and they do not seem to mind that quite so much. But 
they will just get terribly angry over some fuzzy, dark object and 
give you quite a working over. 

The Cuairman. Now I am beginning to get the answer. 

Mr. Sacunsky. Yes; that will have somehow or other a bad effect 
on the bees. 

The CuatrmMan. The question I asked, Senator Hickenlooper, of 
one of the previous witnesses is why a swarm of bees will take a 
violent dislike to some person who is simply minding his own business. 
I have seen it done, and I have seen him run. So I know they do. 

Senator HickenLoorer. I have always had a healthy respect for 
bees myself. I do not give them too much of a chance. 

Mr. Sacunsky. Senator Aiken here, I think, with his complexion, 
would probably not attract the bees much. 

The CHarrMan. They have never been hostile except where we 
met accidently. 

Mr. Saeunsky. That is right. But normally if he is crawling on 
you, he will not bother you. But if he gets between your clothes 
and you press, that is all it takes. He will get you every time. 

Senator Ture. I have never stopped long enough for him to crawl 
on me. 

Mr. Sacunsky. There was another question that seems to me has 
been indefinitely, answered, and that was, Is pollination going up? 
I would like to say this, that pollination is going up just as fast as 
new crops are coming in, but the payment “for ‘pollination is going 
down. That is chie fly due to the fact that a lot of the ranches have 
found, just as was stated sometime ago by Mr. Schaefer, that one 
man is willing to pay for pollination. When the bees are set in his 
place, they don’t stop on this side of the road. They go to the other 
side of the road. 

That man gets his free, whereas the other man is paying for it. 
The competition has become so keen that they have found where 
they used to pay $10 a colony for pollination service, it has gone 
down to $5, $3, and $2. 

The CHarrMAN. That is in the grain or clover fields? 

Mr. Sacunsky. In the alfalfa fields. Ladino clover in Oregon, 
I understand, had the same condition. 

Senator Tuy. In your clovers and your sweetclovers your domes- 
ticated bee gets along very nicely, but when you get into the alfalfa, 
there you have a different problem for the domesticated bee. When 
that little trip in there, that blossom, breaks, it will shoot the pollen 
out into his face and he will stay away from an alfalfa plant if he can 
find the honey somewhere else. That has been our experience. That 
is the one reason why I raised the question because any time we get 
away from the woods and get into an intensified agricultural area you 
do not have many bumblebees. You are just gambling when you leave 
the alfalfa field for seed because you sometimes do not have it pollinated 
to a point where you have a-_profitable production. 
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If you get up in the wooded area where you probably have more 
cutover than you have actual alfalfa fields, there your bumblebee does 
the job and you have a reasonably good stand. If you have got ample 
basswood or ample sweetclover and red clover and the like, the domes- 
ticated will stay away from alfalfa fields. They will not go into them. 

Mr. Sacunsky. They will go to the easiest source of nectar 

Senator Taye. They will not go into an alfalfa field if they have 
got an ample supply of feed outside of it. That has been our experi- 
ence. That is the reason I asked if you have given any thought to 
breeding. 

Mr. Sacunsky. There has been some research on it. I would like 
to say if there is time, we have an expert on this—Dr. Hambleton 
if you wish to ask him about that. 

Senator Tuyr. | would be interested in knowing whether there was 
a possibility to go into it end do a little research in order to see if we 
could breed up a domesticated bee that would handle it 

Mr. Sagunsky. But I think the record shows, Senator, that in 
California especially they have increased the production of alfalfa seed 
tremendously through the use of large quantities of bees. 

Senator Tuyr. The next question then is: Do they have the natural 
feed that you would have where there would be an abundance of sweet 
clover? You are in an irrigation area where you irrigate and you do 
not have the abundance of wild white clovers, the sweet clovers and 
the different varieties that we have out in an area such as the Middle- 
west, you see. You are strictly irrigated and about all the bees have 
to feed on is that alfalfa, you see. That is where your difference 
comes in. 

Mr. Sacunsky. A bee will go to the easiest source of nectar. If 
he can get it easier from one plant, that is where he will go first. That 
is right. 

Senator Tuyr. Absolutely. Therefore if you have an abundance 
of white clover in your pastures and you have an abundance of red 
clover, they will leave alfalfa fields and work in your white clover in 
your pastures. Your alfalfa field may stand there, an absolutely lush 
crop, and never even a seed pod on it. 

Mr. Saaunsky. Thatisright. For the sake of saving time, Senator, 
I merely wish to emphasize somewhat the points that have been 
brought out. They are not complete. I realize that. But I would 
like to say there are about 8 points here. 

One, that while honey is one of our most healthful foods, the need 
for bees is primarily for pollination of farm crops. 

Two, this service to the farmer is generally free. The sale of honey 
pavs for approximately 95 percent of this function. This payment for 
pollination is so scattered and so small in relation to the entire industry 
that it really amounts to very little, and the sale of honey must pay 
for the pollination services that the bees put out. 

The present price of honey is not excessive. It will not stimulate 
any large surpluses. We belie ‘ve this to be a reasonable request. 
The present price support, for instance, is 10% cents. I sold my honey 
for 12 cents. That is in bulk in carload lots. So actually I think 
75 percent of parity that we have been getting is not excessive. It is 
not stimulating this business a bit. 

It is merely some insurance that we are not going to go so low that 
we are going to go broke. 

44084—54—pt. 135 
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Four, the program has cost our Government a comparatively small 
amount of time and trouble. As far as 1 know it has not added any 
personnel to the existing PMA offices on the State or county level 
I am speaking of the State and county level in my experience. Thes 
offices that are existing for the purpose of the major crops have taken 
the honey business right in stride without any extra personnel o; 
adding any extra help to their staff. On the national level no doubt 
there has been some addition. I believe it is very small, though. 

The CuarrMan. Is the support made on different levels for different 
qualities of honey, for instance clover and goldenrod? 

Mr. Sacunsky. Yes, sir; there are two grades—white honey and 
the amber honey. That is right. 

The CuatrMan. They call it amber rather than dark. 

Mr. Sacunsky. That is right. The Department of Agriculture, |] 
believe, will concur in the above statements, and has recognized the 
need of the industry to the extent that during wartime they gave 
special consideration in the form of extra sugar rations to prevent any 
possible starvation of bees. In my warehouse I was entitled to have 
10,000 pounds of sugar at the time you people rationed it. They felt 
this industry to be so important, even if we did not use it, we were 
entitled to it if we wanted it. 

We feel that a well-organized industry must be on hand to support 
agriculture in the event some disaster should strike again suddenly. 

Senator ScHorepre.. | would like to ask you this —— Your 
fear stems primarily from the feeling that you have that if it is on a 
permissive support basis, it will be cut out altogether, is it not? 

Mr. Sacunsky. Not only that. That is avery good point. Buta 
permissive basis takes place after the damage has been done. There 
are too many people hurt right at the beginning of the marketing 
season when this honey comes on the market all in one chunk. At 
that time we find distressed lots, people who cannot borrow money 
from the bank because banks do not recognize honey as a very good 
collateral or bees, either; they want nothing to do with it. 

The fellow who needs money has got then to sell his honey at any 
figure he can get. When that carload of honey comes onto the eastern 
market and gets to the A. and P. store or somebody like that, it is 
automatically put out all over the country. That drags down the 
price to the point where all these other fellows are penalized just 
reverse when they finally come on the market to try and get some 
decent price for it. They just cannot do it. 

So permissive support comes too late to help us. We have to have 
some assurance right at the beginning of the marketing season that 
there is some sort of floor under this thing so that we do not get these 
fellows that are hard up for money putting out a carload or two of 
cheap honey and then the rest of us have to meet that price. 

The CHarrMan. You are afraid you might revert to the conditions 
which prevailed in the early days of price-support programs, back to 
the 1938 law when price supports were used to get people out of a hole 
instead of keeping them out of the hole, and where the price had to 
drop below a certain level before supports were made available? 

Mr. Sacunsky. That is right. We have tried to be reasonable in 
this thing. We have not asked for any 90 percent. We would like 
to have 75 percent, which is approximately the figure that is in effect 
today, on a dollar and cents basis. But we are not asking for any- 
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thing that is going to stimulate this. We just want some assurance 
we are not going to go way down below where we just cannot stay in 
business. 

Senator ScHoorrPeL. Has it worked pretty staisfactorily on a 60 
percent upwards? 

Mr. Sacunsky. Yes; it has, on the PMA basis. We had another 
type of program be fore that, but under the PMA basis where a pro- 
ducer can go out and get a loan and hold his honey a while until the 
distressed period goes by, that has worked very satisfactorily for us. 

Senator ScHoreprEL. That has proved to be a pretty practical 
stabilizing influence in the business; has it not? 

Mr. Sacunsky. That is right; a very, very stabilizing influence for 
us. 

The CHarrMAN. How does he store it? On his own place? 

Mr. Sacunsky. Yes, generally speaking. I have a basement in my 
warehouse and it holds about a carload or two of honey. 

The Cuarrman. And the local committee has to satisfy itself that 
the honey is there and is stored properly? 

Mr. Sacunsxy. That is right. They have an inspector who 
inspects your warehouse. I cannot speak for the South, but generally 
speaking in the North where we have a cool climate, we store this 
in a basement or some such thing. We do have good facilities for 
storage. 

Point No. 6: The industry needs the stability of the present PMA 
program which can and does prevent the sale of distressed lots of 
honey that would disrupt the early market. 

Point No. 7: We are trying to help ourselves. We are a little 
independent. We are trying to do what we can to help ourselves, 
and we will attempt as soon as possible to divorce the industry from 
all Government help. 

Point No. 8: For the above reasons, we respectfully request that 
honey be retained under a mandatory support on the same flexible 
basis as in the Agricultural Act of 1939. I think that is all, gentlemen. 

The CuarrMan. Thank you, Mr. Sagunsky. Any questions? 

The next witness, Mrs. Laura Shephard, secretary of the Imperial 
Valley Beekeepers Association, Calexico, Calif. 

We are glad to have you with us, Mrs. Shephard. 


STATEMENT OF MRS. LAURA SHEPHARD, SECRETARY, IMPERIAL 
VALLEY BEEKEEPERS ASSOCIATION, ALSO REPRESENTING THE 
NATIONAL COMMITTEE FOR CONTROL OF HONEY IMPORTS, 
AND THE CALIFORNIA STATE BEEKEEPERS ASSOCIATION, 
CALEXICO, CALIF. 


Mrs. SHepHarD. Thank you. 

The CuarrMAN. You are from one of the area as of the country w here 
the bee is quite important. 

Mrs. SHEpHARD. Yes, I come from the Imperial Valley of California. 
I shall read my pre pared statement and occasionally interpolate a little 
and try to answer some of your questions. I think before I finish ] 
can answer that question about alfalfa, if you would like it. 

Senator Toye. Thank you, Mrs. Shephard. 
_ Mrs. SHepuarp. I am Laura Shephard, representing the National 
Committee for Control of Honey Imports, the California State 
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Beekeepers Association, and the Imperial Valley Beekeepers Asso- 
ciation. Since the death of my husband, my nephew and I have the 
responsibility of operating 5,000 colonies of bees in the Imperial 
Valley of California, a business which my husband and I have carried 
on for more than 20 years. I produce honey for the wholesale market 

and speak only for ‘producers. I have not been able to modify my 
views according to the American Beekeeping Federation and the grou} 

that has been represented here. So I think I will speak a slightly 
different piece than they, if you are interested. 

It is proposed to remove honey from mandatory price support and 
to make it subject to marketing agreements. I shall center my dis- 
cussion on the following points: (1) That the enactment of this legis- 
lation would surrender the entire price structure of the honey industry 
to the dealer with consequent destruction of beekeeping, (2) that the 
Department of Agriculture has the opportunity now to administer a 
satisfactory honey program, and (3) that the reluctance of officials 
to administer a proper program makes it necessary for the Congress 
to amend the Agricultural Adjustment Act to give honey equal con- 
sideration with basic commodities, and to levy such duties on price- 
supported commodities as will bring the price of imported supplies to 
parity. 

We can judge what officials will do if the restraint of mandatory 
legislation is removed only by examining the past. During the period 
from 1929 to 1941, when price support was permissive, hone xy fell to 
3 cents per pound, but the Department recognized no problem, It 
was a buyer’s market with a pattern of price manipulation in which 
California dealers, by establishing the market on early honey, set the 
price for the United States. Since the National Honey Packers 
Association has 25 members who pack 75 to 80 percent of all honey 
in the United States, it is unrealistic to believe that this group did 
not and will not make monopolistic price agreements. 

The tenderness with which officials have treated this group is the 
shocking part of this story. Under permissive legislation, under 
which the crops from 1947 to 1950 were handled, buying programs, 
applied late in the marketing year after price setting had been com- 
pleted, did little more than to remove supplies from packers’ ware- 
houses with only incidental benefit to the producer. Since purchases 
were only of honey that had been repacked, packers were able to 
determine the time of beekeepers’ sales, and therefore the market 
price was lower than the price of honey in the programs. itself deemed 
low by some of our friends in Congress. 

Whether foreign honey entered these programs not even the Depart- 
ment can say, for inspection was only after the honey was repacked; 
but in the buying program for the 1947 crop it is likely that such abuse 
occurred. This is the period to which the proposed legislation would 
return, 

Mandatory price support compelled an improvement of honey 
programs, since the Government price must be an: ounced at the 
beginning of the marketing year rather than later, but until 1952 
purchases were only from packers. They were ostensibly from bee- 
keepers, but the honey had to be packed before you could deliver it to 
the Government, so that limited it to the packers. 

The following statistics give a comparison of prices before and after 
price support became mandatory. 
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(The table referred to is as follows:) 


Market price 
Average rer und of 
port rj rice light amber ight a er 
per pound 


Percentage 
of parity 


! Honey produced in the crop year of 1947 was be 
2 Prices are quoted on a delivered basis t« 


packer's | 


Mrs. SHEPHARD. If you examine into those figures from 1947 
through 1949 and then compare them to the figures afterward, you 
will find a striking similarity. I centered it, however, on western 
honey because western honey is important in the market because 
more wholesale producers are in the West, more large producers, than 
in the East. 

In 1951 Mr. Harold Cooley, then chairman of the House Committee 
on Agriculture, interested Mr. Gus Geissler of the USDA in an im- 
provement of the honey program. In 1952 the loan program was 
authorized, and the support price rose to 70 percent of parity. How- 
ever, in 1953 when the percentage of parity remained the same, but 
the support price dropped 0.9 cent per pound, it became apparent 
that price support can be rendered ineffective by the application of 
modernized parity. 

Senator Aiken is no doubt sincere in the following statement, but 
he has never had the experience of a honey producer attempting to 
negotiate a honey program: 

I would specifically call attention * * * to the fact that the legislation I am 
proposing * * * will permanently guarantee a high level of support—even 90 
percent of paritv—if farmers will do their part in keeping production in line. 

I have quoted there from your speech in which you recognized the 
idea we do get 90 percent of parity if we have a shortage. 

The CHarirMAN. I would like to make a little correction here. I 
think that quotation is taken from a résumé of the bill as introduced. 
It has reference to those commodities for which 90-percent support is 
mandatory, the 6 basic commodities, so-called. I know it could have 
been made clearer. That remark was not intended to apply to non- 
basic commodities. I was saying that under the law, if the producer 
of wheat, corn, cotton, tobacco, rice, or peanuts, keeps his supplies in 
line with the demand as set forth by formulas, he is entitled to 90- 
percent supports whether or not we are operating under a rigid or 
flexible law. 

But that does not apply to nonbasic commodities of which honey 
is one. 

Mrs. SHEPHARD. If the Government support price were set at 90 
percent of parity, do you not feel that our market would follow it? 
It has in other commodities, in the basics. 
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The Cuatrman. If you have a 90-percent loan and you qualified for 
the loan by having adequate storage and proper quality of goods, you 
would, of course, get 90 percent for your honey. The question arises 
How much of the honey would remain in Government hands and how 
much would find its way into the market and go into consumption? 
There is a limit here. The limit is probably not the same for one 
commodity as it is for another, but you can price commodities out of 
the market. 

I do not know what it would be in the case of honey. I do not even 
pretend to know. 

Mrs. SuHepuHarp. I of course advocate the idea of the equality of all 
producers. I find it very difficult to strike the line between basic and 
nonbasic and that sort of thing. However, let us go on. I do not 
want to enter into a discussion on the matter. 

The CHarrMAn. Three-quarters of the farm income comes from 
nonbasic commodities. 

Mrs. SHepHarp. I do not want to continue that discussion because 
I want to run on through these statistics. Notice the following 
statistics. 

(The table referred to is as follows:) 


Colonies of 
bees 


Average Consump- 


-roductior 
Production per colo y tion 


Pounds | Pounds Pounds 
1947 } 5, , 000 228, 162, 000 38. 6 
1948 : 000 207, 000, 000 | 35.0 
1949 | 5, 591, 000 227, 000, 000 | 40. 6 
1950 5, 000 233, 000, 000 | 41.5 
1951 5, 572, 000 259, 000, 000 | 46.5 192 
1952 5, 500, 000 273, 000, 000 | 49.5} 1 
1953 5, 535, 000 | 224, 000, 000 | 40. 5 

| 


! Figures obtained by adding domestic production to imports and subtracting the amount of honey i 
Government programs. 


Mrs. SuHepHarp. I think they will answer the question of what has 
happened to the bee population in the last several years. You have 
in 1947, you notice, almost 6 million colonies, and in 1953, you find it 
decreasing to about 5% million. You find a considerable drop. I 
wish you would notice the number of pounds that have been produced 
by those colonies. 

You notice that there is a variation in the 1948 from 207 million to 
in 1952, 273 million, the large crop produced by fewer bees than the 
small crop. 

In other words, there does not seem to be much relationship between 
the bee population and the crop. I think we are variable according to 
weather. But the average per colony runs around 40 pounds. 

The number of colonies of bees in the United States, which is a factor 
capable of control by beekeepers and by the Government, has been 
decreasing since 1947; but crops are variable according to weather 
just the right amount of rain in the growing season and the right 
amount of fair weather during the honey flow. Note that only 2 of 
the crops during the last 7 years have reached the consumption figures 
for 1951 and 1952, and that rarely do years of high production follow 
each other. Honey, therefore, can be considered a crop in shortage, 
and pollination should be increased for maximum production of food. 
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From the short crop of 1953, the Department subsidized the export 
of 25 million pounds, until the shortage was recognized and the 
subsidy canceled on October 16, 1953. The same weather conditions 
which created the shortage of 1953 are being duplicated in 1954. Of 
course I was assuming we would have the same treatment as a basic. 

Senator Aiken would assume that the present and the impending 
shortage of honey and the decreasing bee population would be reflected 
in a support price of 90 percent of parity in 1954. 

1m ‘ ; a : : 

The Cuarrman. I do not think we have made any assumption in 
that respect as to honey. 

Mrs. SHEPHARD. It is perhaps from this arithmetic that the Depart- 
ment wishes to escape by making price support permissive? We 
have always had a shortage, and now that shortage is becoming 
apparent because the Government is taking command of our total 
crop. 

The CHarrmMan. There are certain criteria that the Secretary has 
to take into consideration in fixing these supports where he has the 
right to vary them between one level and another. These are the 
factors which he has to take into consideration: One, the supply of 
the commodity in relation to the demand therefor. Two, the price 
levels at which other commodities are being supported, and in the 
case of feed grains, the feed values of such grains in relation to corn. 

Three, the availability of funds. Four, perishability of the com- 
modity. Five, the importance of the commodity to agriculture in 
the national economy. Six, ability to dispose of stocks acquired 
through a price-support operation. Seven, the need for offsetting 
temporary losses of export markets. Eight, the ability and willing- 
ness of producers to keep supplies in line with demand. 

He has to consider all 8 of those factors in determining at what 
level between 60 and 90 percent in the case of honey he will fix the 
support. 

Mrs. SuepHarp. I entered into correspondence with the Depart- 
ment in regard to our 60 percent of parity in 1951 and it was that 
correspondence that Mr. Cooley interrupted by requesting Mr. 
Geissler to review the situation. I got an admission from Mr. Hill 
of the Department that they had considered 2 other factors in those 
8 points. One, the market price of honey and the other, the price of 
imported honey. I thought that was a very interesting admission. 

The CuarrmMan. | do not see where the price of imported honey 
enters into the picture at all there. But the other eight factors are 
set forth in the law. 

Mrs. SuepHarp. But the market price of honey is not one of the 
factors. It is my belief that they have disregarded those eight things. 

Senator Tuyen. I think, Mrs. Shephard, when this question was up 
in both 1949 and in the 1948 act, and later, there was another factor 
that was taken into consideration. ‘That factor was the importance 
of the bee not only to your berry crop but your seed crop, because 
your berries, your apples, and your seed crop such as the legumes, 
were absolutely dependent on the bee for pollination. That was one 
of the main factors that entered into the question to make certain 
that we had enough bee colonies to give us some certainty that we were 
going to properly pollinate not only the fruits, but also the legume 
crops. 

Mrs. SuepHarp. That would give us, of course, a high level. 





GENERAL FARM PROGRAM 


Senator Tuye. Surely. Oftentimes the actual value of the honey 
from the standpoint of its importance in the national economy, if 
taken in itself, is the only point considered and you find difficulty in 
trying to get a proper support program to induce a beekeeper to con- 
tinue in business. If you take the pollination of the crops and the 
fruit crops, and then the honey from the standpoint of that aspect of 
our economy, the two phases became very important in the entire 
scheme of the agricultural economy. 

Mrs. SuepHarp. I do not believe the Department has properly 
recognized, however, the necessity of increasing the price of honey to 
give “the beekee sper perhaps a little more money to keep his bees for 
pollination and other activities. 

Senator Toye. The beekeeper is in somewhat the same class in my 
opinion—and I am not a beekeeper—as the producer of wool. You 
can import the wool to clothe yourself. But from the standpoiat of 
our national safety, if we were to lose our entire production of wool, 
we might at some time be in great danger. The same thing is true with 
the bee, if you lose the bee, you would be in danger whether you 
would properly pollinate your fruit crops, as well as your legume crops. 

Mrs. SuHepHarpD. That is very true. 

Senator Toyz. The two of them tie together and we must never 
lose sight of it. It is very, very important. That is one reason why 
I would like to see some research into the question of whether the 
domesticated bee could be improved on from a standpoint of pollinat- 
ing alfalfas where they have a choice of nectar. 

Mrs. SHeparp. If we are back on the subject of alfalfa the answer 
to that question you asked about alfalfa is this: The young bees 
pollinate alfalfa, but not the older bees. When a young bee comes out, 
he goes directly to the blossom and thrusts his tongue into the blossom 
and he trips the blossom. 

Senator Ture. If he has had one experience, he will not do 
again. 

Mrs, SHepHarp. After he has had some experience—I do not know 
how many experiences it requires to learn—— 

Senator Ture. A bee is just smart enough so that once that pollen 
has been shot into its face, it will not go back in there if it can find 
nectar anywhere else. There is your trouble, you see. 

Mrs. SHEPHARD. Your story is not quite right. It is almost right. 
What happens is that the bee after that experience slips around to 
the side and gets the nectar without tripping the blossom. He 
ceases then to be an effective pollinator. For that reason, in Cali- 
fornia they have used 5, sometimes 7 hives per acre, so that they 
will crowd the fields with young bees who have not had the experience. 

Senator Tuyr. At the same time, however, you in California have 
a patch of alfalfa right here, but you do not have an abundance of 
white clover and red clover that is naked, that is grown in your 
pastures, like you have back in central Towa and parts of Wisconsin 
and Minnesota. If the bee has had an unpleasant experience, it is 
apt to go to the pastureland where the little white clover is in 
abundance and get its nectar. 

Mrs. SHePHArD. I think the difference there is the abundance of 
nectar in the various plants because he can slip around to the side 
and get the nectar without getting hit in the face by the pollen, and 
so forth. 
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I think that is the story. 

The Caarrman. A bee is not much different from a human being. 
He wants to get the most he can in the easiest possible way. 

Mrs. SHEPHARD. Maybe it is young bees and morons that do 
Those that learn, you know, de the other. 

Senator Tuyr. I did not know that you had any morons in the 
bee family. 

Mrs. SHEPHARD. Going on, I wish you would turn to page 5 of 
this material that I am presenting. 

The CuarrMan. These tables will be inserted. 

(The tables referred to are as follows:) 


Subsidized 
ommercia Imports 
exports 


Crop year 


oes pur- 
| 
} 
| 


pty 
chases unch le 


Pounds Pounds Pounds Pounds 
1947 sok ‘ baad 10, 851,780 | 5,700,000 | } 19, 529, 000 
1948 . “a 11, 592, 600 8. 519.000 
BPG oas aan hi i 8, 963, 000 
1950 al 361, 348 6, 786, 780 | 12, 581, 000 12, 018, 468 
1951 Pace aed J 1 754, 510 |217, 754,510 | 14, 175, 573 8, 741, 500 
ee asséeds — : 3 7, 000, 000 2) 30, 543, 426 8, 483, 000 


1 Imports are by calendar years and purchases by crop years—Apr. 1 to Mar. 31. 
1 Bought from CCC 
3 Some sold in market and some exported under subsidy. 


Summary of Government honey operations 


Domestic 

Government lan ’ honey in 
programs — F Government 
programs 


Crop year 


Pounds Pounds | Pounds 
1947 
¢ 
a — ; ’ me > 48 O86, 126 49, 029, 468 a. 


Tosa ee asta ‘ 
1951 31, 930, 083 &, 483, 000 1 23, 


18 = 
1952 to Apr. a 1953 f 27, 643, 426 12, 237, 521 225, 4 


19 percent of the 1951 production of honey in the United States 
29 percent of the 1952 production of honey in the United States 


Mrs. SuepHarD. I am trying to present some statistics here. On 
page 5 you w ill note that our surplus of honey, the amount of honey 
in Government programs, was $48 millioa through the years 1947-50, 
and then they were $49 million through those years. So evidently 
whatever surplus of honey fell into the Government programs was 
either imported honey or its equivalent. It does not really matter 
which. 

In other words, the industry definitely had consumption and produc- 
tion balanced, if we had not had the factor of imports entering. 

Then in 1951 and 1952 we got two very good crops astonishingly 
large, larger than we have ever had before in the industry. There 
was some domestic honey then in Goverament programs. 

The exportation of 25 million pounds of honey this year under 
subsidy was continued under the thought we were a surplus industry. 
As a matter of fact, that was a mistake. We were not a surplus 
industry in 1953. We had definitely a shortage, 1954 will be the same 
type of year because it is the same weather. 
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Figures are not available for Government programs for the op 
year of 1953 which ends on April 1, 1954, but the figure of 9,784,850 
pounds for honey imported in the calendar year 1953 indicates that 
packers were not able to replace the 25 snillion pounds of honey 
exported. It points to the possibility that there is not even a world 
surplus of honey. 

The importance of imported honey is not its volume, but its effect 
on the minds of officials in the Department. When beekeepers dis- 
cuss restriction of imports, they belittle the amount, but when sur- 
pluses are calculated, they add imported supplies to domestic produc- 
tion and set a low support price. 

As a clue to who dominates the thinking of the Department, note 
who has made money from the application of official views. The 
exporter permitted to ship first under a 4-cent subsidy, then a 3.6- 
cent subsidy, and given the opportunity to import an equivalent 
amount of honey can do well under this program. In Europe the 
subsidized honey enters into competition with Mexican and South 
American honey, and reduces the world market. This is not healthy 
international trade; it is international price manipulation. The 
remedy is for Congress to enact S. 1538 and H. R. 1427 to bring the 
price of imported supplies to parity. 

Would 90 percent of parity make the price of honey too high? 
A support price set at this figure would give the beekeeper 13.5 
cents per pound in 1953, and parity will be lower in 1954. At 100 
percent of parity or 15 cents per pound—calculated on the 1953 
figures—the average producer in the United States would receive a 
gross income of only $6 per colony. In 1952, using my own income 
tax return, I found that I needed a gross income of $8.19 per colony 
to pay expenses. 

Members of the California State Beekeepers’ Association who 
migrate their bees—I do not—estimate that they must produce 100 
pounds of honey at present prices to meet their expenses, and for this 
reason request generous treatment from Congress. They are espe- 
cially desirous of witnessing a return to the plan of using one price 
for honey in all parts of the United States, a plan which was success- 
fully used during the first 2 years that honey was under price support. 

The alternative plan of the marketing agreement has almost 
escaped attention. It is the dealer’s dream—the producer is assessed 
to pay for advertising, a seller’s cost, or is required to withhold part 
of his crop from market without provision for financing such as is 
given in the loan program. Under no condition is the handler regu- 
ated, imports controlled or any definite account made of surplus. 

The sie mae is considered always at fault for having price prob- 
lems. California honey is under a State marketing order which seems 
to be an expensive way of accomplishing nothing, for almost all money 
is expended in salaries and overhead. However, the administration 
by producer-handler committees effectively obscures the voice of the 
producer; the farm problem is stifled rather than solved. 

In summary, I request (1) that the Department of Agriculture be 
requested to set the support price of honey at 90 percent of parity 
for the 1954 crop year, and to establish one price for honey in all areas 
in the United States; (2) that Congress amend the Agricultural Ad- 
justment Act, not to exclude honey from mandatory price support, but 
to give it equal treatment with basic commodities; and (3) that Con- 
gress enact S. 1538 and H. R. 1427. 
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The CuarrmMan. Do you produce other crops besides honey? 

Mrs. SHEPHARD. Beeswax, of course, which is a byproduct. 

The CuHarrMAN. You say it costs $8.19 to pay expenses, and with 
100 percent of parity, you only received $6? 

Mrs. SHeprHarpD. My figures are rather rough. I do not believe I 
included the beeswax there. Beeswax, however, is not an important 
factor. That would modify my figures a little 

The CaatrMan. Maybe you contribute some time that you do not 
get paid for. 

Mrs. SaepHarp. Perhaps. 

The CuarrmMan. Are there any other questions of Mrs. Shephard? 

If not, the last witness is Roland Stone of the California Honey 
Packers and Dealers Association, Alhambra, Calif. We do not have 
much time, Mr. Stone. If you have a very long statement, we would 
prefer to accept it and file it and make it a part of the record. 


STATEMENT OF ROLAND STONE, CALIFORNIA HONEY PACKERS 
AND DEALERS ASSOCIATION, ALHAMBRA, CALIF. 


Mr. Srone. Senator Aiken, members of the committee, my name 
is R. C. Stone from Alhambra, Calif. 1am a partner in the Superior 
Honey Co. We are packers of honey and we are exporters of honey. 

Senator THyz. Where do you draw your name “Superior” from? 

Mr. Srone, From our product. 

Senator Tuyr. I did not know but what it was Lake Superior. 

Mr. Srone. No, we are stric tly & western concern. 

Senator Tuyer. | just wanted to know whether you were associated 
with the Lake Superior region. 

Mr. Srone. No. We operate in the Western States and have 
plants in five of the Western States. 

Senator Tuyz. I was not questioning the quality. 

Mr. Strong. We also are manufacturers of bee supplies, so that we 
serve the three sections of the industry, bulk honey, package honey, 
and supplies. 

I would like to make just a brief statement regarding the attitude 
between the Department of Agriculture and honey packers and 
dealers. Honey packers and dealers, and our own organization in 
particular, have differed with the Department of Agriculture on many 
occasions. We do not always agree with their decisions, but we feel 
that they have always acted in what they felt was for the best interests 
of the industry. 

Our own firm, the California Honey Packers and Dealers, and the 
National Honey Packers and Dealers, do not favor permissive price 
legislation which supposedly is a setup that enables us to make money 
at the expense of the producers. We would rather have mandatory 
support such as we now have. 

Under permissive legislation, we feel that all of the work for the 
program was done by the cooperating packers, and as one of the 
packers who cooperated to as large an extent as perhaps anyone, we 
were unhappy with that permissive setup and we favored and are 
happy with the return to the mandatory program. 

It 1s a bit discouraging to try and support a price-support program ; 
to extend your facilities to the limit, including packing and credit 
operations from the banks, to have to do the financing, and then end 
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up and find that people feel you have not done a good job or that 
you have not done right by the industry. 

Further, I do not feel that the packers and dealers have particular, 
influenced the thinking of the Department of Agriculture insofar as 
the export subsidy program or any other program is concerned. More 
particularly, in my opinion the group that has most benefited from 
the export-subsidy program has been the beekeepers of the West 
and particularly those of California and Arizona where, as a result of 
this export program, the price on honey that has been used for export 
has risen above the support level and above the comparable levels fo: 
other honeys in other areas. 

Thank you, gentlemen. 

The CuarrMan. We thank you, Mr. Stone. Are there any further 
questions? 

Senator Tuysz. I have none. 

The CyHarrman. In behalf of the committee I want to thank all 
the witnesses who have appeared here this morning. 


LetrerR Fitep By ROLAND STONE, CALIFORNIA HONEY PACKERS AND DEALERS 
AssociaTION, From CLARENCE L. Benson, SECRETARY, ARIZONA BEEKEEPER’S 
ASsOcIATION, PHOENIX, ARIZ. 

Marcu 20, 1954 

Mr. Rouanp STONE, 

Care of Senate Agricultural Committee, 
Senate Office Building, Washington, D. C. 


DEAR ROLAND: Your trip to Washington to appear before the House and Senate 
Agricultural Committees in behalf of western beekeeping is greatly appreciated 
by our organization. If you so desire, please use this letter as an authorization 
to act and speak for the Arizona Beekeeper’s Association as our representative 

Our organization, as you know, has consistently been in favor of the present 
type of price-support program for honey— namely: a loan and purchase agreement 
program with honey receiving mandatory support at from 60 to 90 percent of 
parity. We are still unanimously in favor of this type of program. Although 
you are familiar with our thinking, we will briefly outline the situation as it per 
tains to Arizona’s agriculture. 

The important legume seed produced in Arizona is alfalfa. The use of bees 
for legume seed pollination is now, as you know, recognized as a necessary practice 
Consequently, a farmer in Arizona attempting to produce alfalfa seed without 
bees for pollination would be considered foolhardy. The extensive use of bees 
has greatly increased our seed production per acre. 

According to the research work done by the Southwestern States Bee Culture 
Laboratory, if there were no bees, there would be no melon production If bees 
are excluded from a melon plant, no fruit is set. The findings indicated that bees 
properly used for pollination purposes produced more and better melons. They 
are sweeter and there are less culls. Bees are therefore of particular significance 
to our cantaloupe growers because of the large acreage grown in Arizona. (See 
attached reprint.) 

Results of an experiment in Yuma conducted in the spring of 1953 indicate 
that bees are of immense value in the production of tangerines. If funds are 
made available to broaden this program, those who are familiar with the situation 
fee] that the same or similar results would be forthcoming regarding other citrus 
fruits. The following table clearly shov's the immense benefit to be derived from 
the use of bees as pollinators for tangerines. 


Treatment Fruit pertree| Dry fruit Sugar 


Percent Percent 
Trees caged to exclude bees - .. 33 28 11.5 
Trees caged with a hive of bees : 284 5 11.4 
Open, trees not caged 472 11.8 
Trees caged with a hive of bees plus nenete ts of other citrus 
blossoms . ° 529 
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This table is self-explanatory. However, I would like to point out that these 
groves of tangerines were not interplanted with other citrus. You will note the 
table clearly indicates that bees needed to be in contact with bouquets or citrus 
blossoms other than tangerines in order to obtain cross pollination thereby 
decreasing the high percentage of dry fruit. The findings indicated that with 
sufficient bees for pollination and pollen from other varieties available through 
the grove, the grower would obtain an excellent set with a small percentage of 
dry fruit and a high sugar content. 

The production of cotton in this State is, as you know, of vital importance to 
our economy. Bees are beginning to play an important role in cotton produc- 
tion and with research of the past 3 years showing that long staple production 
can be increased 25 to 35 percent by supplying proper pollination, an increased 
demand for bees for cotton pollination is becoming quite evident. This is highly 
significant due to the fact that there is a potential, although as yet undeveloped, 
market for several hundred thousand bales of long-staple cotton in this country 

The production of hybrid cotton has had some small amount of study for a 
number of years. Great possibilities exist regarding it. Hybrid cotton has 
produced as much as 44 percent more than its better parent. Pollination insects 
are a necessity for the production of hybrid cotton. Preliminary studies are 
now underway pertaining to the proper use of bees for pollinators of hybrid 
cotton. The advent of hybrid cotton would not only revolutionize cotton pro- 
duction in Arizona but in all the cotton growing areas of the Nation. Many 
people, who are familiar with the matter of cotton production and cotton breed- 
ing, say that hybrid cotton may be a reality possibly within a very short time. 
According to authorities on the subject, hybrid cotton can be suecessful only by 
using bees as pollinators since they are the only pollinating insect which can be 
supplied and transported in large quantities. 

Of the above-mentioned crops, the beekeeper’s compensation is derived solely 
from honey with the exception of melons. As melons produce no surplus of 
honey a charge is made for that pollination service. 

We haven’t mentioned any of our minor crops which are dependent on bees for 
pollination. They are, however, just as important to our overall agricultural 
economy. In fact, many of our minor creps might become of major significance if 
sufficient funds were available to investigate the proper use of bees for their maxi- 
mum pollination. We make that statement because of the fact that with each 
crop to which something more than casual study has been devoted by the Section 
of Bee Culture and Biological Control, results have been astounding, and the 
consequent benefits to agriculture great. 

We cannot foresee every colony of bees disappearing in Arizona even if com 
tions reverted to those existing before mandatory price support stabilized 
marketing. We can, however, foresee a situation where the commercial produ 
would be in such dire financial circumstances as to make him turn to ot! 
endeavors for his livelihood, with a consequent loss of his knowledge and facilitie: 
This would seriously impair the pollination service that is now being rendered to 
agriculture almost entirely on a cost-free basis. We hope those conditions do not 
reoccur. 

Following our national convention in Baltimore the latter part of January of 
this vear, we visited our congressional delegation and discussed. tl] 

Senators Carl Hayden and Barry Goldwater and Representative Jo! 

assured us that they were of the opinion that if a new farm bill were ena 

replace the Agricultural Act of 1949 that. honev should be included in tt} 

of nonbasic commodities receiving mandatory support. We hope that 

Senate and House Agricultural Committees concur with those opinion 
Sincerely, 


CLARENCE L. BENSON 


Secretary, Arizona Beekee} er’s Association. 


The CuatrMan. Mr. Hambleton is here. Have you anything par- 
ticular to add to what has been said by the witnesses? 
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STATEMENT OF JAMES I, HAMBLETON, HEAD, SECTION OF BEE 
CULTURE AND BIOLOGICAL CONTROL, AGRICULTURAL RE- 
SEARCH SERVICE, UNITED STATES DEPARTMENT OF AGRICUL- 
TURE 


Mr. Hamsietron. Mr Chairman, I have no prepared statement. 
I am a member of the Department of Agriculture and our work has 
to do with research with honeybees on pollination and honey pro- 
duction. I made myself available to your committee in case there 
are any questions. 

Senator Toyz. Could we obtain from the doctor, Mr. Chairman, 
any statement as to whether you are doing some research in the field 
of how to develop the bee in the pollination of these various crops. 
Are you doing some research? 

Mr. HamsBueron. Yes, we are doing some work. It is a dual 
project with the field crops research people. The chances of develop- 
ing an alfalfa flower that trips easily without catching a bee has as 
much possibility as to develop a bee that is particularly adapted in 
pollinating the alfalfa flower. 

Senator Ture. I may have been a little bit off the beam when | 
was talking about the fact the bee may not take an alfalfa blossom if 
it could find something else if it had had an unpleasant experience 
All you have to do is take a knifeblade and trip an alfalfa blossom to 
see what is going to happen if the bee gets that shock once. 

Mr. HamBueton. That is true with respect to the alfalfa as a source 
of pollen for the bees, but not as a source of nectar. They can gather 
nectar, as some of the witnesses pointed out here, without tripping 
the flower. Of course they learn to do that. 

Senator Ture. Exactly. The whole purpose is to have the bee 
there to trip that pollen bud within that flower. 

Mr. Hamsueron. In the Imperial Valley, where there are no other 
good sources of pollen, bees will do just as efficient a job as a bumblebee 
in tripping the alfalfa blossom. In the East that is not so true. 

Senator Ture. Exactly. I have seen lush, 20- or 30-acre fields of 
alfalfa stand there with hardly a seedhorn on it—all due to the fact 
that the bee had ample nectar to be found in the pastures. 

Mr. HamBueton. Very often in the East alfalfa is not a good nectar 
plant. Some years it is. 

Senator Ture. But you are doing some research in that field? 

Mr. HamBueton. Yes; we have a project. 

Senator Tuyr. Are you getting some facts that are going to lead 
you to an improved situation there? 

Mr. Hamsuerton. I would say “Yes” and “No.” From the stand- 
point of plant development, I would say “Yes.”” From the stand- 
point of the development of the bee, it may be somewhat of a back- 
ward step. I might explain it this way, that the queen bee is a more 
primitive insect than the worker bee, and she is very closely related 
to the bumblebees and other wild bees that do an excellent job of 
tripping the alfalfa flower. 

But the wild bees depend largely on pollen rather than nectar in 
supporting their brood. With the honeybees, it is the other way 
round. Pollen is the minimum requirement and they go in for the 
storage of nectar because it is the only insect that has to have food all 
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winter long. The others do not have this need, so they do not store. 
They gather largely pollen and a small amount of nectar. 

So we might be producing a bee that is excellent for pollination and 
the bee would be absolutely no good for honey production. That is 
the big problem there. 

Senator Toye. But you are in the field of research there? 

Mr. HAmMBLETON. Yes. 

The Cuarrman. Then, Senator Thye, in the case of alfalfa it is a 
one-sided proposition. The bee gets his nectar but he does not pay 
for it. 

Mr. Hamsieton. We must remember that it is the only insect we 
have that is doing the job and it is the honeybee that is pollinating the 
alfalfa seed crop today and not the wild bees. 

Senator Toys. That is true in the main. However, we are more 
certain up in the cutover northern region to get a seed crop than we are 
in the highly intensive agricultural areas. 

Mr. HamBueton. Still they do not get the seed crops that they do 
in the West. 

Senator Toye. No, that is true. 

The Cuarrman. I think this hearing has been very helpful. The 
committee will adjourn. 

(Whereupon, at 12:10 p. m. the committee adjourned.) 
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WEDNESDAY, MARCH 24, 1954 


Unitep States SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Wash ington, D.C. 


The committee met, pursuant to recess, at 10:15 a. m., in room 324, 


Senate Office Building, Senator George D. Aiken (chairman) presiding. 

Present: Senators Aiken, Young, Thye, Williams, Hoey, Holland, 
Anderson, and Clements. 

Also present: Senator Monroney. 

The CuarrmMan. The committee will come to order. We will con- 
tinue with our hearings on the farm situation and S. 3052. This 
morning we are glad to have with us as the first witness, Mr. Fred 
Heinkel, president of the Missouri Farmers Association, Columbia, 
Mo. ‘The other members of the committee will be right along. 


STATEMENT OF FRED V. HEINKEL, PRESIDENT, MISSOURI 
FARMERS ASSOCIATION, COLUMBIA, MO. 


Mr. Hernxet. My name is Fred V. Heinkel. I live in Columbia, 
Mo. I am president of the Missouri Farmers Association, which is 
a statewide farm organization having a membership of more than 
150,000 farm families. 

The membership of the Missouri Farmers Association has instructed 
me to appear before your committee and convey their sentiments to 
you with reference to needed farm legislation. Our membership 
expressed its wishes and opinions by filling out thousands of ques- 
tionnaires at a series of mass meetings held over the State, and by 
oral statements and written letters, as well as by resolution adopted 
at our annual convention. A copy of the questionnaire is attached. 
showing the percentage answers on each question. If you would 
care to turn to that, it is attached to the back of this statement. 

The CuHartrmMan. We will insert the eee in the record 
along with your statement so that it will be available to everybody. 

(The document referred to is as follows:) 
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M. F. A. AREA MEMBERSHIP MASS MEETINGS 
— QUESTIONNAIRE — 


}. What kind of price support program for storable farm products do you favor? 
(Check one only) 
73.7 Y {_] Mandatory price supports at 90% or more of parity, with such limits or controls on production 
as may be necessary 
/.7 % [_] Sliding scale, with price supports as low as 65% or 75% of parity, with such limits or con- 
trols on production as may then be necessary 
a %x% [_] No price supports (free market) with no limits or controls on production 
2.4 Yo No Ansarer 


2. Instead of any price support program as set forth in Question 1, would you favor a two-price system for 
some farm products, such as wheat, cotton, or dairy products, with at least a parity price paid to farmers 
for that portion of such products consumed in the U. S. A., and a lower price paid to farmers for that por- 
tion of such products sold on the world market? 


17.6 % [_] Yes 70.3 x [_] No J2./ Yo Wo Antww 


3. Should the Government maintain the same mandatory price support program at same support levels for 
perishable farm products (meat, poultry, eggs, dairy products, fruits etc.) as it maintains for storable 
farm products? 


90-2 Yo [_] Yes 6-/ Ye {"] No 3.7 % No Answer 


4. Should the Government maintain and finance a national food reserve, segregated from normal supplies, 
to insure an adequate stockpile of food in the case of widespread drought, war, or other national disaster, 
without the cost of acquiring and maintaining such reserves being charged to farm programs, and with- 
out such reserves being considered as surpluses so as to depress the price of farm products? 


75.2 % [] Yes 2+3 %o [| No 2.5 % No Anawer, 


5. In your opinion, to which type farms should Federal farm programs be primarily adapted: 
(Check one only) 
I7.¢ % (_] Farms operated and controlled by the farmer and his family 


O.5 Yo [_] Large-scale farms operated mainly with hired labor 
2-/ % No Anawer 


6. Should the Government build and own transmission lines to carry electric power from Government- 
owned dams and steam plants to the load centers in or near the areas of consumption? 


9/ % (Yes 5 9% [Wo 4 Yo No Answers 
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7. Should the Government continue to give preference to R. E. A. cooperatives and municipally owned 
electric plants in the purchase of power from Government-owned plants, as now required by law? 


95.8 %o CL] Yes 2% ([)% 2.2 % Wo Answer 


8. Should the Government build and own the hydro-electric dams on our public waters or turn the projects 
over to the private utilities? 
(Check one only) 
q2./ Yo {_] For the Government to build & own such dams 3.9 %e No Answer 


4.1 Yo {_] For the private utilities to build & own such dams 


9. Should the Government make loans at reasonable rates to R. E. A. electric cooperatives to build farmer- 
owned transmission lines and steam plants? 


76.4 % [] Yes 4? Yo [No 2.2% No Answer 


10. Should the Government continue its present conservation program by giving financial assistance to 
farmers for approved conservation practices, including the application of lime and fertilizers? 


77.3 % [_] Yes 3.4 % [_] No mea Yo No Answeyv 


11. In your opinion, would Government-insured loans at reasonable interest rates and with terms of ten 
years or more speed up soil conservation work by farmers? 


77.2 % ] Yes J#.1 Y T) No 87 % No Answer 


12. Should farmers be allowed a deduction for income tax purposes for the loss and depletion of 


fertility to their land due to erosion and crop production? 
7-& Ye il No “4 6 % No Answer 


$76 Yo I Yes 


13. Do farmers now have adequate sources of credit on satisfactory terms and at reasonable interest rates 
to carry on their farming operations? 


36.8 % [_] Yes 44.5 Yo [_] No 43.7 % No Ansunr 


14. Should the Government allow competitive farm products to be imported? 
47 % (]Yes G4. 6 Ye (] No 5.7% Wo Anawerv 


15. If it’s in the national interest to import competitive farm products to stimulate world trade, who should 


pay for it? 
(Check one only) 
2.1 % [_] 5. S. farmers by allowing such imports to reduce the prices received by U. S. farmers for 


the same products ‘ 
92.7% [_] Everybody, by maintaining parity prices for U.S. farmers on the same products without the 
cost being charged against farm Programs 


32% No Answer 
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Mr. Hernxet. It shows the percentage vote on the various percents 
of price supports, showing there that 93% percent of those who voted 
on these questions favored mandatory price supports at 90 percent 
or more of parity. 

Before discussing the situation generally with you, I should like 
to point out that Missouri’s agriculture is greatly diversified. Seventy 
percent of the Missouri farm income is derived from livestock. Cot- 
ton is our biggest cash crop. We are an important dairy State. Our 
cheese production, for example, ranks second only to that of Wis- 
consin. We export large quantities of whole milk and other dairy 
products. Missouri is also a large producer of wool, corn, wheat, 
soybeans, poultry, tobacco, and practically every agricultural com- 
modity. Our State ranks sixth in the production of all agricultural] 
products. 

I mention this diversity and extent of Missouri’s agriculture be- 
cause it makes us in Missouri realize the importance to farmers of 
Congress dealing with the whole farm problem in one package, rather 
than in piec ‘emeal fashion, commodity by commodity. 

We farmers of Missouri believe it to be in the national interest for 
Congress to enact farm legislation which will protect rural people 
against wide fluctuation in prices, because wide price fluctuations not 
only bring much distress to us, but also subject nonfarm people to a 
‘feast-or-famine”’ scale of living. 

We ask protective legislation for agriculture only because of our 
large numbers—some 5% million of us. We cannot cope with our 
problem without Government help. We cannot, like a handful of 
manufacturers in an industry, adjust production to demand or con- 
trol the prices of our products. Besides, our production is subject to 
the vagaries of the weather, as well as to diseases and insects. 

But it is also our conviction that agriculture cannot long be 
trouble without the effect being felt by all other segments of our 
economy. We believe that depressions are farm-bred and farm-led 
and we are sharply conscious that a depression now exists in agri- 
culture. 

We observe that the farm depression is now affecting nonfarm 
people. It first showed up in the farm-implement industry. Curtail- 
ment of production in that industry adversely affected steel produe- 
tion. Merchants on the main streets of our towns and cities are feel- 
ing the pinch. Unemployment is growing. The farm depression is 
gradually spreading through other segments of our economy. 

It is our fear that unless the Congress takes forthright action to 
solve the farm problem, this cancerous growth will finally spread 
throughout the whole body of the Nation. Every citizen will in some 
measure feel the effects of the farmers’ plight. In all our history, we 
have never had a serious depression when farm prices were at or 
above parity. 

The Congress, in considering new farm legislation, must determine 
first what is the basic purpose of a farm price support program. 
Once Congress has determined what a farm price support program 
should accomplish, then the kind of a program which is required to 
reach the objective should be relatively easy to inaugurate. 

General considerations: It is my intention, therefore, to first review 
some of the fundamental facts relating to agriculture which need be 
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considered in determining what we hope to accomplish with any farm 
price support program. 

1. In the United States, there are approximately 10 million capi- 
talistic business units. Approximately 60 percent of this number are 
farms which are owned and operated as individual business units. 

About 70 percent, in dollar value, of all raw materials used in 
the annual operation of our national economy is produced by American 
agriculture. The physical production of agriculture, plus its move- 
ment through industrial processors and the distribution system of the 
Nation to the point of consumption, is responsible for a large percent- 
age of available employment for the Nation’s labor force. 

The national farm population is decreasing, and the average age 
of. es ‘rican farmers is increasing. Our national population is increas- 
ing at a rapid rate. All kinds of estimates have been made; but, 
generally speaking, we can probably safely conclude that our national 
population will increase by approximately 40 million persons within 
the next 20 years. The American standard of living is the highest 
of any nation in the world, with only slightly more than 20 percent 
of the workers’ income going for the purchase of food. The American 
worker has the lowest food cost on the basis of the buying power of 
an hour of work of any nation in the world. 

4. All easily tillable acres in the United States are now utilized for 
food production. Further acreage expansion must come from the 
development or reclamation of submarginal acreage. 

The income of the farm population last year averaged $882 for 
each person, compared with an average of $1,898 for each person in 
the nonfarm population. Included in the income figures for the farm 
population was the value of farm products used in the family home, 
the rental value of farm dwellings and returns from nonfarm sources, 
such as outside investments, wages from nonfarm work, and the like. 

Senator ANDERSON. Would you stop there just a minute? Are 
you familiar with the fact that the Census Bureau counts all people 
who live in rural areas, even though they are working in towns, as 
on-farm population? This figure of $800 is arrived at by asking if 
they had any farm income. They say, ‘“‘No,’’ and therefore they are put 
down as zero. That is one of the reasons why you have this figure 
as low as it is. 

In other words, a man may make $5,000 working in town, and lives 
on just a small piece of ground, but if farm crops are worth a couple of 
hundred dollars and farm expenses are more, his farm income is zero. 
You have millions of those people who are brought into this bracket 
to reduce the farm figure. 

I have been trying to get the Census to eliminate from this farm 
figure all those people who are gainfully employed in town. Then 
I have tried to get them just to eliminate the people who made more 
than $3,000 a year income. They will not eliminate those. They 
still put their net farm income in as zero. That brings down the 
farm figure of all farmers. 

Do you not think it would be better if we would finally get down 
only the returns of people who are farmers in the farm income average? 

Mr. Hetnxet. I assumed that the people who were collecting 
these figures were doing a fair job of it, Senator. 

Senator ANpERsON. I do not say they are not doing a fair job. I 
say that in the figure of $882 to bring down the average is every person 
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who lives outside of a small town or a city, and lives in a rural area 
even though gainfully employed in town sometimes at rather high 
figures. For example, my home county, Bernalillo, all workers who 
work at Sandia Base and who are the highest salaried people on the 
average that we have in the State, a great many of them live down in 
the valley outside of the city limits of Albuquerque. Almost every 
one of them is listed as a farm person and every one of them shows his 
farm income as zero. That cuts down the value of every farm 

Mr. Hernxe.. I thought that these figures included these nonfarm 
incomes 

Senator ANDERSON. No. It includes his income from farming only 
That is one of the reasons why this is a dangerous figure. We have 
been wrestling with this for a great many years. 

Mr. Hernxet. I say, of course, there are a lot of people in the 
nonfarm population that are unemployed and so forth, and that tends 
to pull down the figure of the nonfarm average wages or income. So 
I doubt if that throws it off base too badly. 

Senator Youna. Certainly the Census would not list a business 
executive living out on a small farm as a farmer, would they? 

Senator ANpeRsoNn. Yes. They list that particular piece of ground, 
even if he makes no money from it. They ask him in taking the 
census, “What is your net income from farming?” He says, ‘‘Zero.”’ 
So they put it in as zero. 

Senator Youne. They would not list him as a farmer, would they? 

Senator ANperRsON. It is a long story. I will be glad to give you 
the information. They list that farmer as zero in there and it greatly 

reduces the per capita income of the eng I have been trying to 

get them to eliminate then , entirely from the report. His primary 
business is not farming. I do not think they ought to be listed in 
there. 

Senator Youne. How do they list farmers living in town? There 
is a considerable number of people in North Dakota who actually are 
farmers but live in town. 

Senator ANpERSON. I never asked them that question. I will 
have to find that out. 

Senator Tuyr. Mr. Chairman, I would like to have that question- 
naire clarified because I do know that in the county in which I reside 
there are bankers, hey of some of the largest banks in that 
county, and they have 4, 5, 10 or 15 acres of land. I am quite certain 
that they would not list that type of a person as a farmer and put him 
at zero. 

I just would not quite understand what the person was thinking of 
that was getting that census information, if he listed the president of 
a large bank living on 10 acres in the rural area of the county as being 
afarmer. I doubt that. 

Senator AnpEerRson. I do not mean to break into your presentation. 
I just think it is one thing that the committee can well check into 
sometime on the Census Bureau’s report. I think it distorts it back 
and forth, and it would be very desirable to have a figure that repre- 
sented the income of farmers from farming and not the income of 
other people who might be living out in the rural area. 

The CuarrmMan. We have always had more or less difficulty in 
getting accurate reports through the Census Bureau. You may recall 
that up until 1934 they figured the interest which the farmer paid as 
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farm income because it was a crop taken off the farm. I think that 
was changed in 1935. Now it goes without saying, they include a lot 
of people as farmers who are not farmers, and as Senator Young says, 
a lot of farmers actually live in town. 

Senator ANDERSON. That is a good point. I have never had that 
one raised before. I think it is a very interesting point, and I think 
it ought to be one of those things that should be clarified on this 
question of farm and nonfarm imcome. Otherwise, you do get a 
distorted point of view. I would just like to suggest that sometime 
when we do have a staff member who is footloose, we let him try to 
find out what the Census Bureau does in computing this question of 
income. 

Mr. Hernxet. Mr. Chairman, I might say these were the best 
figures available and we felt justified in using them. 

The CuarrMan. They are the only ones available. I got a letter 
from the Bureau of the Census yesterday. I evidently made an 
inquiry of them for some purpose or other. I would like to read this 
first paragraph of the letter which is signed by Mr. Burgess, the 
Director, in the record. It reads as follows: 

In the 1950 Census of Agriculture, the Census counted as farms places comprising 
3 or more acres on which agricultural products of a value ot $150 or more were 
produced in 1949. Also places of less than 3 acres were counted as farms if the 
value of agricultural products sold in 1949 amounted to $150 or more. This 
represented a change from a definition used from 1925 to 1945, when farms for 
Census purposes included places of 3 or more acres on which there were agricultural 
operations and places of less than 3 acres with agricultural products for home 
use or for sale with a value of $250 or more. 


In other words, they reduced the definition of a farm from a place 
producing $250 or more of farm commodities to one producing $150 or 
more. Therefore that would have a tendency to bring down the aver- 
age per capita income on the farms. 

I had a recollection that I had this letter when you were discussing 
the matter a few minutes ago. I sent for it and there has been that 
change. 

Senator Youna. I would like very much to hear the rest of Mr. 
Heinkel’s statement, but we have a very important appropriations 
hearing running this morning. I am awfully sorry that I cannot stay. 
I glanced through your statement and I am going to read the rest 
of it. It looks very good to me. I have always liked your views on 
agricultural matters. 

You now have 150,000 members. You just have not missed any- 
body out there in Missouri, have you? 

Mr. Hernxeu. There are still a few who do not belong to our 
organization, but we have continued to increase the membership 
each year, Senator. 

Objectives of a farm program: We have certain ideas as to what a 
farm program must be designed to accomplish. I would like to 
enumerate these objectives, and then enlarge upon each. 

1. A farm program must insure an adequate supply of food and 
fiber for the American people. An adequate supply includes a neces- 
sary margin of safety in the form of a reserve. It must also be borne 
in mind that demands for food will increase as population increases. 

2. A program must be designed so as to encourage and protect 
agriculture as the basic producer of,raw materials in this country. 
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3. It must insure maximum utilization of tillable acreage—thoug! 
maximum utilization may provide for the maintenance of tillab! 
acreage on a standby basis—and it must encourage the development 
and reclamation of submarginal lands. 

4. It must insure that production methods, tools, and equipment 
are maintained at a high Jevel of efficiency so that agricultural pro- 
duction can move to maximum output in the event of national o1 
international emergency. 

5. It must insure the maintenance on the farm of sufficient skilled 
and trained manpower for agricultural production. 

6. It must be in the national interest, protecting our national income 
and our national economy. A price-support program is not solely for 
the protection of agriculture, but is for the protection of the Nation 
as a whole. <A farm program must protect agricultural purchasing 
power as a means of protecting national pure hasing power because of 
the direct ratio of national income to farm income. 

I have stated that a farm program must insure an adequate supply 
of food and fiber. No nation can long survive in a position of world 
leadership if the mass of its people are on a starvation diet. Ameri- 
cans, generally, are the best-fed people in the world, and the main- 
tenance of that condition is essential to our national well-being. An 
adequate supply of food necessarily requires a margin of safety so that 
it is quite possible that there will be food production which cannot be 
consumed immediately. The principle of a necessary reserve is well 
recognized in relation to other national enterprises. Our military, 
naval, and Air Force strength is the best example of the necessity of 
reserve strength. Any such protective reserve, even though it may 
not be used, performs a valuable function. 

The Secretary of Agriculture, in at least one instance, has recognized 
that a reserve of food production is necessary. I point specifically to 
Federal milk-marketing orders into which has been incorporated 
supply-demand factor, and in which the Department of Agriculture 
has recognized that, in order to adequately supply a market with fluid 
milk, reserve production of 20 percent in excess of fluid milk con- 
sumption is necessary, even in periods of shortest supply. 

Many people have pointed to agricultural surpluses with horror, 
and they call such surpluses a curse and a tragedy. A national surplus 
of food, if one exists, should be regarded as an asset and a national 
blessing. I do not mean to say that these so-called agricultural 
surpluses should not be moved into places where they may be con- 
sumed. It is my belief that there are enough hungry stomachs right 
here in our own United States and enough poorly clothed and poorly) 
housed people to consume all our reserve supplies of food and fiber in 

relatively short time. A national farm program must, in our 
national interest, insure the maximum possible utilization of these 
reserve supplies by the American people. 

The second point in a national farm program must be to encourage 
and protect agriculture as the basic producers of raw materials in this 
country. Over 70 percent in dollar value of the raw materials used 
in this Nation come from agricultural production. In the production 
of raw materials lies the answer to national prosperity; and, therefore, 
full production should be maintained to the greatest possible extent. 
In that sense, let me point out that domestic production of nonagricul- 
tural raw materials, such as oil, gas, coal, and other minerals, enjoys 
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many basic protections in the form of tariffs, depletion allowances, 
and other similar devices. I do not mean to say that these protections 
are improper. I do say that agricultural production must likewise be 
protected. 

I have likewise stated that a farm program must insure the maxi- 
mum utilization of tillable acreage, and it must encourage the develop- 
ment and reclamation of submarginal lands. In this day of rapidly 
changing world events and the ever-present danger of national and 
international emergency, national security requires that our tillable 
acreage in America be ready or held in a state of readiness for immedi- 
ate maximum production. We do not now have a margin of safety 
so far as acreage is concerned in the event of war or other catastrophe. 

A farm program must insure that production methods, tools, and 
equipment are maintained at a high level of efficiency so that agri- 
cultural production can move to maximum output in the event of 
national or international emergency. As a decline in farm income, 
with the resultant decrease in agricultural purchasing power, takes 
place, the first place where farmers must decrease costs is in the 
purchase of capital items such as tractors, farm machinery, and other 
heavy equipment. Old equipment is made to do, and the lack of a 
sufficient number of dollars prevents the farmer from maintaining 
modern production facilities. 

A farm program must likewise be designed to keep skilled and 
trained farmers in agricultural production. We have viewed with 
alarm our declining farm population and the increasing average age 
of our farm operators. Young people have not found farming to be 
as attractive as urban life. A farm boy trained to hard work finds 
that employment in industrial production or in the city areas is much 
easier, is much more fruitful economically, does not require much in 
the way of a capital investment, if any, and his income is protected 
by collective bargaining agreements and minimum wage laws. A 
farm program should consider that farmers are entitled to some of 
the conveniences and comforts of life if we are to maintain skilled 
farmers in our rural areas. 

Last, but not least, is that a farm program must be in the national 
interest, protecting our national income and our national economy. 
It is inevitable that depressing effects felt in the basic industry of the 
Nation will reflect in national income. Historically, our national 
income has borne a direct relation to the farm income, taking imto 
account, of course, the time lag which is necessary for the reaction 
to take place. It is easy to see that if 60 percent of our business 
units in America fall into a depression, the remaining 40 percent 
cannot but feel the effects of such depression. The stability of our 
national economy can most easily be assured by stabilizing our 
agricultural economy. It is the place where strength to the national 
economy can most quickly, most effectively, and most economically 
be achieved. 

Flexible price support program: We of the Missouri Farmers Asso- 
ciation do not believe that the administration’s proposed flexible 
price-support program will attain the desired objectives of a sound 
farm program nor solve the economic problems of agriculture. In 
fact, we strongly believe that the only result of the adoption of such 
a program would be to further lower the standard of living for farm 
people. 
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A flexible price-support program is based on two premises: First, 
that production will be controlled voluntarily by farmers when the 
prices farmers receive for their products are lower, and second, that 
lower farm prices will mean increased consumption of the products of 
agriculture. We contend that both of these premises are false. If 
these premises are not true, then the whole case for a flexible price- 
support program falls. 

The theory that lower farm prices will reduce production of farm 
products has never been proved. Historically, a ultural production 
has never reacted in that way. In fact, we saw it disproved during 
the 1930’s. Farmers with fixed interest and Sahar costs had to pro- 
duce more during that awful depression—they had to farm horizont- 
ally, mine the soil, and use up their capital in order to eke out a sub- 
sistence for themselves and their families. 

The fact that agriculture seems to be one industry where production 
increases when price declines can be attributed to several factors. 

Farmers need a certain number of dollars in order for them to hang 
onto their farms, to meet their fixed minimum production costs, and 
maintain a living for themselves and their families. If a farmer can- 
not hang onto his farm and meet his production and living costs with 
the prices received for the products he is presently producing, his only 
alternative is to increase his production, 

For example, farmers today—like wage earners—have fixed ex- 
penses. If a dairyman can meet such fixed expenses as feed, equip- 
ment, taxes, lights, phone, and others with the production of milk 
priced at 90 percent of parity, what will he do if the price of the milk 
is lowered to 75 percent of parity? With no decrease in fixed expenses, 
he must increase milk production to compensate for the reduced 
price. 

Thus, if a milk producer needs a minimum of $3,500 per year to 
meet his cost of production and living expenses, and he can achieve 
this with an annual production of 100,000 pounds of milk at $3.50 per 
hundredweight, a lowering of his price to $3 requires him to produce 
almost 15,000 pounds more to meet his minimum needs. 

Contrary to arguments that farmers in such a case will shift from 
production of one commodity to another, the fact is that because of 
geographic and climate limitations, farmers cannot, as a general rule, 
switch from production of one commodity to another rapidly enough 
to adjust to supply and demand factors. For example, a southwest 
Missouri, or Minnesota, or Wisconsin, or New England dairy farmer 
cannot switch to the production of aneens rice, tobacco or peanuts. 
An Alabama cotton farmer cannot economically switch to dairy pro- 
duction. A western Kansas wheat farmer would have extreme diffi- 
culty in switching to the production of any other farm commodity. 

Another barrier to switching production to meet price changes is 
the special skill and know-how required of farmers to produce the 
different farm products. An Iowa hog grower simply does not have 
the skill and know-how to change over to milk production. An 
Arkansas poultry farmer would be entirely untrained for the produc- 
tion of wheat or cotton. 

A third obstacle to switching production is the special tools, equip- 
ment, and facilities now required for the production of the different 
farm products. Corn or soybean growers must have tractors, farm 
implements, combines, corn pickers, et cetera. On the other hand, 
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dairymen must have dairy barns, milk houses, milking machines, 
coolers, et cetera. Few farmers have the money to junk facilities 
required for one type of production and purchase and install facilities 
required for another type of production. 

Senator THyr. Mr, Chairman, might I ask one question? I am 
sorry to interrupt. Could you give us what an average Missouri 
farmer, operating anywhere from 160 to 200 acres of land, would have 
to have in equipment if he were engaged in just a general farm opera- 
tion? What would be-his investment, assuming that he was a general 
farmer who had dairy cows, hogs, poultry, and the necessary machinery 
to till his land and cultivate his corn, harvest his crop, and so forth? 

Mr. HeInKeL. It would run into several thousand dollars. 

Senator Toye. Approximately how much? 

Mr. HEINKEL. I imagine it would run into seven or eight thousand 
dollars. 

Senator Ture. Possibly higher? 

Mr. Heinxet. Yes, sir; probably $10,000. 

Senator Ture. If he had a cornpicker he would probably run up 
to ten or twelve thousand dollars. 

Mr. HeInKEL. Yes, sir. 

Senator Ture. It is alarming that your average age is runving 
higher. That indicates that. youth is not coming in. One reason is 
that you have got that tremendous investment, is it not? Hired 
labor is too expensive, so that youth must rely on machines. That 
is the factor then. He cannot afford to start, because of the high cost 
of acquiring the equipment to do the job. 

Mr. Hernxeu. That is right. 

Senator Tuy. If a depression hits him, by lowering these prices, 
he is pretty apt not to be able to meet those payments. 

Mr. Hernxeu. Yes; he would lose title to the whole thing. 

Senator WiiuiaAMs. Has there been any tendency in that area for 
the farms to be concentrated in larger units? 

Mr. Herinkeu. There is some gradual tendency for them to become 
larger, but in the main we still have the so-called family-sized farms. 
But agricultural production is becoming more specialized all the time. 
Therefore a man has special equipment for his poultry operation or 
his dairy operation, and so forth. If he tends to shift, then he has to 
acquire new implements and facilities, and so forth. 

Senator WituiaMs. This small, average farmer you are speaking 
about—and that is the one that interests us as we cut back the 
acreage 10 or 20 percent on a fixed crop—how do his cost operations 
perform under a rollback in acreage? Do they mount more rapidly 
than they do with a larger operator who can just eliminate a propor- 
tion of his operations? Does he have to maintain pretty much the 
same equipment for 120 acres that he does for 160 acres? 

Mr. Hermxeu. Yes; I think he does. He probably farms it more 
intensely. 

Senator WiturAMs. The cutback in acreage affects the little farmer 
more so than it does the larger farmer, is that correct? 

Mr. Hernxke.. | think he is glad to do it. Our farmers are willing 
to do it because of the stability in the price factor. 

Senator WruuiaMs. I am not questioning that, but I am just saying 
that the cutback in acreage does hit the small farmer more adversely 
than it does the one who has a much larger operation, is that correct? 
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Mr. Hernxex. I would not say that it does, if he can maintain 
his price. 

Senator WiiuiaMs. If a man has a tractor on his farm and operates 
a hundred acres, if he is forced to cut back to 20 acres, can he cut his 
operation costs 20 percent? 

Mr. Hernxet. He would not cut from 100 to 20—you mean cut 
back from 100 to 80, I presume. 

Senator WiiuraMs. One hundred to eighty is 20 percent. 

Mr. Herxet. I do not think that would have any serious effect 
if he can maintain his income. 

Senator WiiuraMs. I am not speaking about his income, but his 
operation expenses. He would need about the same equipment. 

Mr. Hetnxet. Oh, sure, he would need the same equipment. 

Senator Wiiturams. And the cost of equipment and the mainte- 
nance would remain the same regardless of the amount of acreage? 

Mr. Hernxev. That is right. 

Senator Wiiuiams. And that would be that much lost motion to 
the small farmer that would not represent lost motion to the large 
operator. Is that not true? 

Mr. Hernxet. I think he would have the same situation. As you 
said, he might take a tractor out of operation, but then the question is, 
is he going to sell it or let it sit in a shed and charge depreciation 
against it? 

Senator WiiuiaMs. I was thinking of Mr. Campbell, the gentleman 
who had 100,000 acres. If he cuts back 20 percent, he can just lay 
off so many employees and discontinue that many tractors. He can 
cut his costs in proportion more readily than a small farmer. Is that 
not true? 

Mr. Hernxer. He might adjust more easily; yes. 

The Cuarrman. I think a good indication of size of Missouri farms 
is found in the record of the loans under the livestock loan program, 
which was inaugurated last summer. I note the average loan in 
Missouri is about $1,000, which would indicate a State of small farms, 
probably mostly family farms. 

Senator Wixiirams. The point I am trying to make is this: This 
cutback in acreage to the small family-sized farm hurts much worse 
than it does to the fellow who is operating over an extended area. 

Mr. Hetnxet. Senator, a lot of these family-sized farms are not 
engaged too extensively in wheat. Some of them may be, of course. 
But a lot of these family-sized farmers particularly in our State 
engage in poultry production, in dairy farming and so forth. 

Senator Ciements. Mr. Heinkel, by the same line of reasoning, 
is not the small farmer affected more quickly, and adversely, than the 
large farmer by a lowering of farm prices? 

Mr. Hernxet. Absolutely. He gets in trouble very fast. 

The CuatrMan. Do the poultry farmers produce a good share of 
their own feed? 

Mr. Hernxet. Some do and some do not. It varies. 

Senator ANDERSON. Could we turn back to the bottom of page 10 of 
your mimeographed statement where you just commenced. You said 
that you assume the only way in which flexible price supports work is 
by a farmer shifting from one area to another type of agriculture, 
whereas there are those who think it might be met by bringing produc- 
tion into line with demand. 
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You say an Iowa hog grower simply does not have the skill and 
know-how to change over to milk production. Are you familiar with 
the hog price situation in the early spring of 1952; for example, when 
hogs were 76 percent of parity? Did the hog grower in Iowa have 
the skill and know-how to know what to do then? A great many hog 
farmers came rushing in asking for 90-percent price support. 

Mr. Heinxet. I do not believe that disproves my statement here, 
Senator. I said they were not liable to have the special skill and 
know-how to change over to milk production. I do not think the 
fact that he cut his hog production is any indication that he went 
into milk production. 

Senator ANDERSON. But you are talking about what might happen 
with production and price supports and flexible price supports. 
There was a demand at that time for 90 percent price supports. The 
hog grower up in lowa rejected that and went to a reduction in his 
pig crop. He cut, as I remember, the spring pig crop probably 11 
percent, and the fall crop, maybe 9 percent. The result was he got 
118 percent of parity. Would it be your idea that the wiser way to 
have handled it would have been by putting on 90 percent or 100 
percent price supports? 

Mr. Hernxeu. Yes, it would because it is my understanding 

Senator ANDERSON. That would have brought increased produc tion. 

Mr. Hernxe. No, not necessarily. You are getting your increased 
production now without the supports. The tendency and the trend 
is upward again, and it will not be but another year or two but you 
will be right back where you were before. Those are the ups and 
downs we get with an unstable price support. 

Senator ANDERSON. You get peaks, you do not get just 90 percent. 
You get 118 percent sometimes. I would just like to find out what 
your way of handling that would have been. We had some examples 
the other day of the milk situation, where the dairy farmer, even 
though guaranteed 90 percent of parity, got 90 percent in some of 
these areas where we had milk marketing agreements, but in other 
areas his milk prices went down to 75 percent of parity. I think there 
was testimony here they went down as low as 70 percent because 
production was too far out of line with effective demand at that time. 
But the surplus was only some 6 billion pounds out of 118 billion 
pounds, which was a rather small amount, and it ought to have been 
possible to control it. 

But nonetheless even though 90-percent price supports were 
guaranteed and the Secretary was supporting butter at 90 percent, 
the milk producer got 70 and 75 percent. Is it your recommendation 
that when that happened you would raise the support ceiling a little 
bit more to try to bring that man up above 70 percent by getting 
additional production? 

Mr. Hernxeu. No, I would not strive for additional production. 
I would strive to get that farmer as near as possible 100-percent 
parity by 100 percent, or at least 90 percent, support program and 
enforce it in a most effective manner. I do not think our price- 
support programs have been properly administered. 

Senator ANpgerson. What would do that? How would you get it? 

Mr. Hernxet. I could illustrate by using wheat very effectively, 
Senator. 

Senator ANDERSON. I would like to have the example of wheat. 
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Senator Tuys. If I might be privileged to make the comment, 
I would like to describe my observation of the hog producers in the 
area of my State with which I am very familiar. I have distinetly 
in mind men who had served in the Korean War and had assured 
the resvonsibility of farm management since their return to civilian 
life. They had gone rather heavily in debt and they were producing 
hogs, and when they took 76 percent of parity as a paynent for their 
hog production, they took such a bad licking that the bankers said 
“You have gone further in debt this year than you were. Something 
is wrong here.”’ 

This youth in some instances went out and increased his dairy herd 
and went out of the pig business entirely, and I could name you the 
man and the acres that he operates and I could tell you some case 
histories. That boy went out of the pig business and he bought some 
$300 cows in farm auctions in that neighnorhood and went into the 
cow business because the banker said ‘You lost money on your pigs.”’ 

So the boy who took the licking on pigs at 76 percent went out of 
business, and the man who stayed in business has reaped a harvest 
The consumer is paying more for pork today than if we had had a 
stable pork market 2 years ago. 

All I am trying to do in this farm program is to keep our agricultural 
economy on a stable beam rather than a beam up here and a beam 
down low in the course of 18 months or 2 years. That is the only 
reason I want to comment on this, Mr. Chairman. I saw some pretty 
good operators go out of the business of hog raising because they took 
a licking and they did not have a cash reserve or a credit that they 
could fall back on. They had to do something right then and there. 

The CuarrmMan. You may recall, Senator Thye, at that time Secre- 
tary Brannan was up here and told us they just had not been able to 
devise any feasible way of supporting the price of hogs. 

Senator Toyz. Mr. Chairman, the Secretary sat right where the 
gentleman is sitting now, and he answered my question by saying: 
“Senator, what would you propose that I do?” 

I said ‘‘Buy some of it.”” He said “It is perishable.”’ I said “You 
have bought other perishables.’’ And about 6 weeks later he did 
buy, but unfortunately most of the pigs were off the farms and were 
then in the hands of the packer or in the cold-storage unit and the 
producer did not benefit. He did buy in May of that year and pork 
prices stiffened and have continued stronger since that time. 

The CrarrMan. | would like to make a little statement there, so 
long as this has been brought up. Secretary Brannan came up here 
and asked for an emergency program—that is, he asked for the right to 
make payments to let hogs go on the market. Hogs were selling at 14 
cents. He said they expected they would drop to 10 cents a pound. 

Senator ANDERSON. That was about 1949? 

The CuarrMan. This was 1949. About that time the Department 
of Commerce issued licenses for the export of 50 million pounds to 
Great Britain. Instead of dropping to 10 cents, the price of hogs 
went up to 22 cents, and stayed there all summer. ‘The Ist of Sep- 
tember Secretary Sawyer advised me that to the best of his knowledge 
not a single pound of pork had ever been exported under those licenses. 
The psychological effect of the granting the licenses put the price of 
pork up from 14 to 22 cents a pound and kept it there all summer. 
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It is a classic example of what psychology can do to prices and how 
prices can be talked up and down. We have taken up your time, 
Mr. Heinkel. You had better go ahead now. 

Mr. Herne. I just wanted to say I think, Senator, we have some 
of that psychology in the administration of these price-support pro- 
grams. | think that has entered into the price the farmers receive 
for their dairy products. We have a Secretary of Agriculture who 
has made numerous speeches, rather apologetically, about the cost 
of these farm programs—rather critical of the present price-support 
programs, even though he said he would faithfully administer them 
It has caused a feeling of uncert: inty and a jitteryness in the industry. 
We find that at the present time, instead of the industry carrying the 
surpluses that they normally would carry and did carry, they have 
sold that all to the Government because of the threat of dropping the 
price supports. 

That enters into the price the farmer receives. 

Senator WiuuiAms. Mr. Heinkel, is that not a repetition of the 
same situation we found in 1940 and again in about 1947 or 1948? 
Of course we had a drought in Europe in 1948. I think we had quite 
a surplus just ahead of the Korean war also. Ahead of World War II 
and the Korean war were we not faced with similar conditions of 
excessive surpluses in which we were just wondering what to do? 

Mr. Hertnxet. Yes, we had some surpluses, but I do not think we 
were confronted with the same situation because we did not have 
that feeling of uncertainty in the administration of the programs. 

Senator WituraMs. The prices had declined. 

Mr. Hernxeu. Yes, they had declined some but they had not 
reached the depths that they have reached now. It did not have the 
depressing effect that it is having at the present time. 

Senator WiiuiAMs. Corn was lower, if I remember correctly than 
it is now, was it not? 

Mr. Hernxet. I do not recall the figures on the price of corn. 

Senator WiiurAMs. I think it was. I think you will find the corn 
price was lower. 

Mr. Hetnxev. But we could probably pick one price out of all 
agricultural products at any time 

Senator WixiuraMs. I think the records will show all grain prices 
were lower then than they are now. 

Senator Tuyr. Mr. Chairman, let us put that information into the 
record at this point. 

The CHarrman. I have asked the clerk to look up the level of farm 
prices for March 1950 and we will put the level of farm prices for the 
similar period 1950 and 1953 in the record. 

Senator CLements. Mr. Chairman, it might also be important to 
put into the record what one unit from the farm would buy then and 
what it would buy now. A bushel of corn today would have to be 
higher than it was in 1949 for the farmer to purchase the same item 
of machinery as he bought in 1949. 

Mr. Hernxew. His fixed costs certainly ought in, too, in 
either event. 

The CuarrMan. I thought we would put in the parity price level as 
of February or March—whichever are the latest figures. 

Senator ANDERSON. Parity is standing exactly today where it stood 
in May 1941, almost exactly where it was in May 1941. 
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Senator Toye. But stop and think what you are paying for 
tractor today. 

Senator ANDERSON. I am saying parity. That takes in all such 
costs. 

Senator Tuyr. Al] you have to do is to note what you pay for 
tractor today and what you paid for it in 1941, and what you have to 
pay for fuel oil or gasoline for that tractor and what you paid i in 1941, 

Senator ANDERSON. That is figured in the parity ratio, however 
All those things are in there. I used the tractor example a short time 
ago. I traded off one tractor I bought, I think in 1945, for $1,350, 
I traded it in for $1,375 last spring, but I paid $3,300 for the new one. 

Senator Ture. Exactly. 

Senator Wiuuiams. Mr. Heinkel, is it my understanding you think 
that this 90 percent support price would have worked better with 
more rigid enforcement of acreage controls as they are now recom- 
mended under the law? 

Mr. Hetnxet. That is one factor, but I think there are others 
The others are these apologetic statements and critical statements of 
the cost of the program. I think it needed more aggressive ad- 
ministration. 

Senator WiiuiaMs. Last year, if I remember correctly, under the 
law the wheat acreage was scheduled to roll back to 55 million acres 
If 1 am not mistaken, your organization, and I know many other 
organizations, came in and urged Congress to reduce the hardship of 
that rollback and allow 7,000 acres more than were provided under 
the law. Did you support that increased acreage or were you opposed 
to it? 

Mr. Hernxet. I do not recall that we took any position on that. 

Senator WiturAMs. Looking retroactively, would you be opposed to 
any liberality of the law in allowing more acreage in the future or do 
you think the law should be enforced strictly on an acreage basis? 

Mr. Hernxet. | think it ought to be guided by the experience as 
we go along. 

Senator ANDERSON. There will be 
law alone and 62 million this year. 

Senator Witu1AMs. Would you recommend that Congress roll it 
back to 55 million? 

Mr. Hernxe.. I think we ought to take a look as we go along and 
see what kind of production 

Senator WitutiamMs. We are here. We are confronted with that 
question. What would you have us do? 

Mr. Hernxev. At this immediate time? 

Senator WinuiAms. We have already acted for last year, but next 
year we will have perhaps the same request. 

Senator ANpEeRsON. This year. We will have it before the Ist of 
July. 

Senator Wiiu1AMs. Would you suggest we leave it at the 55 million 
level as the law now provides, or do you think that is too strict for 
your area? Your area is affected now. 

Mr. Hernxet. I think where we leave it depends on some other 
things we might do to move these surpluses. 

Senator WituraAMs. I think it is a very important question. You 
have endorsed a 90-percent support program and you have said you 
thought the Secretary was lax in not enforcing the law as it is on the 


55 million acres if we leave the 
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books. Would you suggest that we instruct the Secretary to enforce 
the law on the books and roll the ac reage back to 55 million acres? 
Would you support this move if he did that? 

Mr. Hernxet. If you would likewise instruct him to quit making 
apologetic statements of the cost of the farm program and aggressively 
administer the program to obtain the objectives that ought to be 
attained. 

Senator WiuuiAMs. He has said he would administer the program, 
and I am willing to join you in saying he should, as long as it is on 
the books. But. you have not answered the question. 

Mr. Hernxet. But he goes around and makes a lot of apologetic 
statements, and the Under Secretary of Agriculture made a speech 
back in the summer in Des Moines, lowa, and said for the Govern- 
ment to build any more grain storage would in effect be a monument 
to stupidity, and that private industry ought to furnish that storage, 
all of it. It was the high sign to the operators in the grain industry 
to move in, and they moved in; and the farmer had to sell his wheat 
50 cents a bushel less than 90 percent of parity; and it cost us 

Senator Wriuiams. You have sold some of that wheat just in the 
last 60 days. 

Mr. Hernket. I did not say we marketed any in the last 60 days. 
He made that speech back last summer. I just said that. When the 
farmers did market the wheat, they took 50 cents a bushel less than 
90 percent of parity, and it cost our farmers $18 million on a 36-million 
bushel wheat crop. 

The CHarrman. Mr. Heinkel, I am sorry for the interruption; but 
for the first time since we had support prices the Commodity Credit 
Corporation has really supported wheat. Right now the Kansas 
farmers tell me there is no market whatsoever for 1953 wheat; and if 
the Department had not stepped in and supported that, they would 
be getting $1.50 a bushel for that wheat today. 

As I understand it, there has been more storage provided for in the 
last year—1953—than in previous years. 

Mr. Hetnxet. I am talking about what happened before they fi- 
nally got around to doing that, Senator, 

Senator WituiaMs. Mr. Chairman, I am not interested in defending 
or condemning the Secretary’s speeches. But I am interested in the 
witness’ answer to the question, since he claims to be a representative 
of 150,000 farmers in that area. 

You have just stated that you thought the Department of Agricul- 
ture and the administration had been lax in enforcing the law as it is 
on the books, and you are advocating the 90-percent support. 

I am asking you this question, and I would like to have an answer: 
Do you want the law enforced as it is on the books in application to 
wheat, which would roll it back to 55 million acres? Would you 
support them in doing it? 

Mr. Hernxe t. First, I favor the administration’s proposal to estab- 
lish a food reserve, and I would do that and set aside a substantial 
reserve of wheat so that it would not interfere with the normal market 
operation. 

Senator WituiaMs. That still would not have anything to do with 
the question I have asked you. The law as it is on the books proposes 
to roll back the wheat acreage to 55 million acres. You have indicated 
support of that law. 

44084—54—_pt. 1-37 
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Mr. HernxeEt. It has a lot to do with it, Senator. 

Senator Wiuutiams. We have a lot of testimony in before this 
committee urging that we not roll the acreage back that far, but that 
we extend it to 62 million acres. What I am asking you is: Do you 
want the law rigidly enforced, or do you want your wheat farmers 
exempted? 

Mr. Hernxex. I am answering your question, Senator. If you 
want an answer 

Senator WILLIAMS. Answer it. 

Mr. Hernxeu. I would separate that reserve from the normal sur 
plus and not regard it as a part of the nornal surplus, and call it part 
of a national food and fiber reserve. It would not figure in this sur- 
plus by which you now determine when acreage allotments and quotas 
shall go into effect. 

Senator WiiturAms. Assuming all that set-aside is made, do you 
want the law rigidly enforced, thereby rolling the acreage back to 
55 million acres, or do you want the Congress 

Mr. Hetnxex. I would want to take a look at the amount of wheat 
we had on hand after that reserve is set aside, and then I would answer 
that question. I do not have those figures now. 

Senator Wixtu1AMs. The setting aside of the wheat does not causs 
that wheat to disappear. It is just a case of bookkeeping. It is 
still a bookkeeping transaction, and we still have the wheat in this 
country. But after we do those things, and after we arrive at all! 
those figures, do you want the law rigidly enforced, or do you want 
more acreage in addition? Do you want the committee to amend th 
law to increase the acreage? I aim just asking for information because 
you live in that area and you represent those farmers. You ar 
speaking for them. 

Mr. Hernkeu. I would favor the enforcement of the law. 
means 55 million acres, it means 55 million acres. 

Senator WiturAMs. Thank you. That is what I was trying to get 

Senator Toys. Mr. Chairman, I was a member of this committee 
and I voted for the increase in the wheat acreage. The one speci 
reason why I voted for an increase in the wheat acreage of over 55 
million acres is that otherwise we would have compelled the Secretary 
to roll back to 55 million acres, which is the law on the statute books 
as passed in 1938. That law has been amended, but 55 million was 
the acreage to which Senator Williams just had reference. This 
Nation’s families have grown, and we have a much larger population 
now than we had in 1938. That was one reason why I voted for thi 
62 million acres rather than to ask the Secretary to roll the acreage 
back to 55 million. 

[ must defend my action because I have had that thrown at me 
before, that we of Congress could not face the wheat producers and 
force them back to 55 million acres. I took into consideration that 
55 million was the acreage established in 1938, and our population 
has grown by many millions since that year. 

Mr. Hetnke . | certainly agree with you, Senator. I think the 
demand factors have to be taken into account and you cannot ignor 
all those in setting the acreage. It is not just that easy so say yes or 
no on a certain acreage without taking the other factors into account 

Senator Tuyr. I did not rely on my memory. I asked the com- 
mittee counsel here to give me the law, and he opened this book right 
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here to page 221. I am reading chapter 518, joint resolution, to pre- 
scribe the acreage allotment for wheat for 1939. It is 55 million 
acres. If there are any amendments to it, the counsel will have to 
get the amendments; but if we went back to 55 million acres, as 
Senator Williams said, in my humble opinion it would be too low 
That is why I voted for the 62 million acres. 

Senator ANDERSON. A agree with you. 

The CuHatrMan. Senator Thye, I think the facts are that the con- 
sumption of wheat does not keep pace with the increase in population, 
and that the country is consuming approximately the same amount 
of wheat, in spite of the increased population, that it was 20 years ago. 

Senator AnpErson. Five hundred million bushels of wheat has 
been the domestic consumption almost steadily for the last 25 years. 
If you draw a line on wheat consumption, no matter what the popula- 
tion has been, it has stayed almost exactly at 500 million bushels for 
25 vears. The answer for it is that we get other types of commodities 
that we utilize. But if you just put in the record here at this point 
the domestic consumption of wheat for food and take a look ai it, 
we will see that it is almost exactly the same, regardless of the popula- 
tion. 

Senator THyx. I was only trying to defend my vote at the time 
that we conceded to allowing the national acreage to be 62 million. 
l took into consideration the increase in the population of the United 
States over the period of time from the time that the act provided 55 
million as an acreage for wheat, to the present time. 

The Cuamman. I do not think anyone needs to defend his vote 
for that, Senator Thye. I voted for it 

Senator C LEMEN'’S. So did I, and will defend that vote. 

The CHamman. The Department of Agriculture recommended 
and we felt that it was necessary to permit the production of more 
wheat and cotton in the interests of the country. 

Senator TuHyr. Mr. Chairman, I had a very prominent person in- 
form me that the farmer was not willing to accept that drastic rollback, 
and that the Congress weakened and voted for 62 million acres as a 
base for the wheat producer. I only wanted the record to show that 
when 55 million was established as an acreage base in the year 1938 
and in the year of 1953, we voted this 62 million wheat acreage. 

Senator WituiAMs. Mr. Chairman, I am neither criticizing nor 
defeading the 62 million acres. But the reason I raise that point is 
this: The witness here this morning is saying that the failure of the 
farm program under the 90-percent support is the failure of the Secre- 
tary to enforce the law strictly to the letter of the law. The letter of 
the law you are speaking about is a law which, as Senator Thye points 
out, has been on the books since 1938, a law that was on the books 
14 years apparently before the Secretary ever came into office. 

Now the witness is criticizing the Secretary because he is not enfore- 
ing it. I am just asking to get the record straizht as to whether or 
not he thinks the Secretary was right—as I do—in supporting the 
recommendation to make the adjustment more moderately. Do not 
criticize his doing that which the committee thouzht was proper and 
which every member of your organization thou cht was proper 

Mr. Heinxev. I did not criticize him for that particular phase of 
the operation, Senator, at all. That was not my statement. I was 
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eriticizing him because of the attitude that he has manifested toward 
the present existing price support program. 

Senator WitiiAMs. What other phase of the law has he failed t 
administer as you think it should be? 

Mr. Hernxet. It is not exactly a matter of living up to the law 
It is the attitude of the Secretary as he administers the law. That 
has more, in some cases, damaging effect than whether he lives up to 
the letter of the law or not. 

Senator WititaMs. Then your criticism is not against the farm pro 
gram he is advocating, but more or less that you do not like the manner 
of the speeches he makes. Is that right? 

Mr. Hernkex. No. Iam against the program that he is advocating 
and so state in here. 

Senator Wiiuiams. Did you support the flexible price support pro- 
gram in 1948? 

Mr. Hernxket. No, sir. 

The Cuarrman. The thing that puzzles me, Mr. Heinkel, is why the 
average price of all farm commodities which is between 91 and 92 per- 
cent of parity is higher than the average prices for dairy products 
wheat, and corn which are supported at 90 percent. The market 
prices of those commodities today are running 81, 82, and 83 percent 

Mr. Hernxet. I think, Senator, part of it is due at least to the fact 
that we have not had a broad enough farm law. We did not take into 
account the moving of these so-called surpluses. I do not like e 
idea of calling them surpluses. I think they are a godsend and : 
blessing to the people of the country; but we have not gldeubiely 
e quipped, I do not believe, the Secretary of Agriculture with the proper 
mechanics for moving those surpluses into consumption or getting 
them out of the country. 

The CuatrMan. I agree with you on that, that it has been impossible 
for either Secretary Benson or Secretary Brannan to move in and 
remove surpluses and handle things in such a way that there would 
have been a better reaction. For instance, the Secretary today cannot 
support the price of dairy products through the purchase of fluid milk, 
which would be probably one of the most effective ways of supporting 
the price. He has got to have a little more law there, and we hope to 
write it. 

Mr. Hernxewt. He does not have the adequate tools with which to 
make the program effective. 

Even those with funds available are not so foolish as to make such 
expensive changes in reliance upon an uncertain and shifting price 
structure. 

Added to these barriers to production shifts, the location of market- 
ing facilities prevents farmers from switching production to meet price 
changes. While Wisconsin and southwest Missouri have ample 
facilities to receive, market, and process milk, there are few facilities 
available for marketing and processing grain. On the other hand, 
western Kansas and the Dakotas abound with grain elevators, bu 
have little or no facilities for receiving and marketing milk. The 
same situation prevails in other areas of the Nation. 

Those who contend that farmers will shift their farm production to 
meet changes in farm prices simply fail to realize that climatic condi- 
tions, individual skill and know-how, specialized production tools 
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and equipment, and available marketing facilities for all practical 
purposes prevent any such material shifts in production. 

Even assuming that some farmers may be able to switch production 
so as to react to farm price changes, this, in most cases, would only be 
the more wealthy or larger farmers located in areas that can be 
adapted to the production of various types of farm products. Their 
switch in production to react to changes in farm prices would be com- 
pletely offset by the production of other farmers, even in the same 
areas, who cannot switch production but would only have to produce 
more of the same farm products he has been producing to meet his 
production and living costs. 

The second false premise on which a flexible price support program 
is based is that consumption of farm products will increase when the 
prices received by farmers for their products decline. We contend 
that increased consumption cannot be expected in any large degree 
by a general lowering of farm prices. While a general lowering of 
food prices, by reducing prices to farmers for their products, may 
make some consumers momentarily happy. it will probably not 
increase consumption materially. For one thing, variations in prices 
of farm products reflect themselves in consumer costs only to a very, 
very small degree. 

Here is a simple example: A 20-cent loaf of bread contains about 
3 cents worth of wheat. If the price of wheat is flexed down by 35 
cents per bushel, or, say, 15 percent, the value of wheat in the loaf 
decreases only by about four-tenths of a cent and charge 19.6 cents, 
and even if he could, no consumer would eat more. 

Senator ANDERSON. We had quite a run of beef onto the market 
during the year 1953. Prices dropped very substantially. Did that 
cause any increase in the consumption of beef? 

Mr. Hernke.. | do not think it was the price alone. It was the 
fact that more beef came to town. Some have pointed out that 
there was only a per capita consumption of 50 pounds per person when 
beef sold on the average of $38 at Chicago, and that this past year, 
the consumption has been 75 pounds per capita. Of course the $38 
per hundredweight did not determine the 50 pounds per capita. All 
the beef that came to town was enough to make 50 pounds of beef 
per capita when it was $38, and that is why it was $38—the packers 
and the other buyers and the butchers competed and the trade would 
not take it at the price it had to retail at. 

So they consumed all that came to market, which was 50 pounds 
per capita. They would have consumed more then. 

Senator ANDERSON. You do not believe there was any relationship 
of the price of beef as to what came to town and what did not? 

Mr. Herinket. There certainly was not when it sold back there for 
$38 a hundred. 

Senator ANDERSON. Have you looked at the figures of beef supply 
and the number of cattle on the ranges and so forth? 

Mr. HEINKEL. There is about the same amount of cattle that 
there has been. We have been building up the cattle numbers ever 
since World War II, and we have reached somewhat our peak of 
production; and aggravated by the drought situation and the tendency 
of a decline in prices that has brought a lot of those cattle to market. 
But we still have great cattle numbers in this country. 














































































































































































































574 GENERAL FARM PROGRAM 


Senator ANDERSON. Steer numbers dropped a million between 
January 1, 1953, and 1954. During that same time, cows and heifers 
more than 2 years of age increased somewhat over a million. Does 
that have any relationship to this cattle problem as you see it? 

Mr. Hetnkew. It may have some relationship, but I do not think 
it is the erux of the whole problem. 

Senator ANDERSON. Do you think there is any possibility that we 
can avoid a very difficult cattle situation this fall if the drought con 
tinues at all? What I am trying to get to is this, Mr. Heinkel, and 
I think it is of interest to the farmers in your area. Take the cattlh 
from our ranges and fatten them as they do in lowa and the various 
other States. We increased in numbers of cows and heifers slowly in 
a 5-year period from 1945. Starting in 1945, we went from 16,408,000 
to 16.743.000. It took us 5 years to do that—a 300,000 increase in 
5 years. That is 60,000 increase In cows and heifers 2 years and up 
each year—a slow growth. 

Now then, in the next years we increased 7% million head in 4 
years. I think that ‘s a terrific increase, for which I think there is a 
reason. That put the cattlemen im a difficult situation and they are 
going to be in trouble this year and steadily thereafter until cattlemen 
bring production in line with demand. ‘That is why I think you must 
consider that with this whole general question of support prices 

Mr. Herxet. I think, of course, Senator, a drought will always 
aggravate the situation when you have great numbers, whether it 1s 
cattle or whatever it might be. In the dairy industry, you are cer- 
tainly going to have a very aggravated situation when you have a 
drought on top of large numbers. 

A decrease in the farmers’ return for the nonfat portion of the milk 
would have no effect upon the price paid by consumers a all, because 
the primary user of nonfat milk solids is the baking industry and the 
quantity of such products used in a loaf of bread would be so small 
that a price variation of that ingredient, either up or down, for farmers 
could not be reflected in the price paid by consumers for bread. 

Incidentally, the same may be said for cotton. Cotton goods also 
fail to respond to lower prices unless they are extremely low. Say a 
cotton shirt sells for $3, having 15 percent or 45 cents worth of raw 
cotton in it. Dropping the price of cotton 5 cents per pound, or 15 
percent, would lower the price of a shirt by only 7 cents. No more 
shirts would be sold, but cotton growers would lose $350 million in 
eross cash income; and the equivalent of 100,000 jobs in industries 
producing machinery and other industrial products for farmers would 
be jeopardized or lost. 

Senator ANDERSON. Right there I want to say to you that nobody 
could agree with that statement more than I do. I think if we take 
a look at what the farm machinery dealers are doing these days in 
sales, you find most of them are way down. 

Mr. Hemnkev. Their lots are clogged up with new and used im- 
plements. 

Senator ANprrson. Of course they are, and the farmers are not 
going in and picking up new goods, and people in the cities are going 
to suffer, and they in turn will cause other people to suffer because 
the farmer is not buying this farm machinery. They are not going to 
buy with these uncertain prices, I grant you. I do agree with you 
that that is a very important factor that many businessmen overlook 
when they discuss the farm program. 
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The Cuarrman. I| think they got a little squeeze play there, though, 
when your refer to cotton. If the price of cotton goes down 5 cents 
a pound, the consumer does not feel it. If the price of cotton goes up 
5 cents a pound, your mill operators immediately convert to the use 
of rayon, as several have in my area. 

Senator ANDERSON. We have examples in the price of wheat. When 
the price of wheat would go up a little bit the price of bread would go 
up right with it. Then when the price of wheat dropped substantially, 
the bakeries pointed out that wheat was a very small item in the 
cost of a loaf of bread. 

Senator Tuyr. That has been happening far too much, Mr. Chair- 
man. In recent years the producer has lost 9 cents out of the con- 
sumer’s food dollar. He has gone down from 54 cents of the con- 
sumer’s food dollar to 45 cents, and there lies some of the reasons of 
why the farmer is hard-pressed today. 

Mr. Heike, | think therein lies the answer to your comment 
awhile ago, Senator, that the consumption of wheat has consistently 
over a period of some 25 years remained at about 500 million bushels. 
It has done that regardless of whether the price of wheat was $3 a 
bushel or 30 cents a bushel. Also that indiactes that the price does 
not affect the production very much or the consumption, either one, 
particularly in wheat. 

The most direct method of reducing costs to the consumer would 
be to cut back wages of workers who process, handle, and distribute 
such products; slash freight rates and handling charges; and establish 
minimum margins in the distribution levels. We want it understood 
that we do not advocate such moves, but neither do we sit idly by and 
endorse and condone any attempt to beat down farm prices as being 
the cure-all for lower food costs. In fact, we contend that food to 
consumers is now relatively cheap. At the present time, an hour’s 
work will buy more food for a consumer than at any other time in our 
historv. On this point, I am attaching hereto a table released by 
Agricultural Marketing Service on data compiled by the Bureau of 
Labor Statistics. 

The CHarrMan. Without objection, that will be inserted in the 
record. 

(The document referred to is as follows:) 


Che following table was prepared by the Agricultural 


Marketing 
eating the quantity of each item that could be purchased with | 
labor in the United States for designated date 

Che table was calculated from data compile: 
Labor Statistics 


Quar se? 


Bread 
Rou 
Pork 
Butter 
Cheese 
Milk, fresh (del 
Eggs, fresh 
Oranges 
Potatoes 

ema te 


tomatoes (can! 


7} 
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Mr. Hernxew. We shall soon see a good example of the fallacy 
the theory that reduced farm prices will greatly reduce food costs an 
result in increased consumption. This example will be the Secreta: 
of Agriculture’s recent action with respect to the support of milk prices 
Seventy-five percent of parity supports for dairy prices will mean 
reduction in prices received by producers of milk in Missouri 
between 50 and 54 cents per hundredweight. Nationwide, Secretar 
Benson’s action will cause a decline in annual income of dairymen o! 
at least $600 million. Notwithstanding that the price of butter is not 
high in relation to its historical values and its cost of production, suc} 
price will be reduced 8 or 10 cents per pound to the consumer as : 
result of the Secretary’s action. However, we predict that such low 
prices on butter will cause no important increase in its consumption 
Neither will any small decrease in consumer cost of other dairy prod 
ucts result in any material increase in their consumption. 

Because the foundation for a program of flexible price supports 
based on two false premises, it is our opinion that such a progran 
should be discarded. 

The proposed flexible price-support program does not have as it 
goal those primary objectives which we consider essential for a farn 
program. Instead, the apparent primary objective of a flexible price 
support program is to get rid of surpluses acquired by operation of : 
price-support program and to lower the cost of operating a nie. 
support program to the National Government. 

The elimination of surpluses and the cost of operating price-support 
programs are most certainly problems, but they cannot be considered 
the objectives of a farm program. Those proble ms can be dealt with 
without lowering the support level for farm prices. As to the cost of 
operating price support programs, it is noted that the net operating 
cost to the Commodity Credit Corporation was $1,110,000,000 from 
1932 to 1953, and that during this same period, the total cost of 
operating the Federal Government was approximatley $700 billion. 

Of our national budget during this period, less than $1. 12 out of 
every $700 was spent to maintain farm prices, which is 1.6 mills out 
of a dollar. We submit that this cost was small indeed in the light of 
the great good accomplished by our price-support program. It 
helped us to win a world war, and it can and should be used to prevent 
another national depression; and when compared to the total cost of 
the operation of our Federal Government, it is “chickenfeed.”’ In the 
meantime, we have had valuable experience in administering a price- 
support program and instead of abandoning or weakening it, we ought 
to strengthen it and do a better job of administering and managing it 
in the future. 

Full parity-price-support program: It is our contention that th: 
primary objectives of a farm program can best be achieved by a pro- 
gram of maintaining full parity prices for farm products. It is our 
contention that agriculture, as we know it today, cannot survive in 
an economy where everyone except farmers has protective legislation 
Unless the farm problem is dealt with realistically and aggressively, 
the whole Nation will suffer along with farm people. In order for 
farmers to have economic equality with other classes of American 
people, farmers should be assured that they will receive 100 percent 
of parity prices for the food and raw materials that they produce. 
Less than 100 percent of parity will mean that all people will suffer 





GENERAL FARM PROGRAM olf 


in like measure. Ninety percent, 85 percent, or 75 percent of parity 
simply means that farmers are only receiving a portion of what is 
fair and just. 

I should like to point out, incidentally, that price supports at 100 
percent of parity are neither high nor rigid. They are not high be- 
cause they are just exactly fair in relation to the things that farmers 
have to buy. They are not rigid but are, in fact, flexible, because the 
support prices at 100 percent of parity will go up and down as the 
cost of things farmers have to buy goes up or down. 

Legislation which would provide for maintaining 100 percent of 
parity for farm prices does not mean a guaranty that farmers will 
make a profit. I have never heard a farmer claim that he wanted or 
was entitled to the benefits of legislation which would guarantee him 
a profit, as some unthinking people have alleged in opposing full 
parity price supports. Full parity price supports do not subsidize 
the inefficient producer nor does it penalize the efficient producer. 
Any farmer can go broke with prices at 100 percent of parity if he is 
inefficient, or if some calamity, such as drought, flood, or insects 
befalls him. Even with price supports at 100 percent of parity, a 
farmer must practice all of the best and most modern methods of 
production which research and education have made available to 
him if he is to succeed and make the profits necessary to maintain a 
fair standard of living for himself and his family. 

At this point, I should like to say that we always have been and 
are now in favor of a continued and expanded program for research 
and education in the production and marketing of farm products. 
However, we do not agree that research and education is or can ever 
be a substitute for a fair price for farm products. One fact is certain, 
the enactment of a strong, full parity price-support program, so 
desperately needed now, cannot be replaced by lip service for an 
expanded research and education program, the results of which, if 
instituted, would not be effective for years to come. 

It is our firm conviction that price supports which put a floor under 
farm prices at 100 percent of parity can prevent the downward move- 
ment of farm prices with its depressing effects on farm and national 
economy and will insure adequate production which will prevent 
upward spirals with its inflationary effect upon.the economy. 

Basic storable commodities: We recommend that the basic storable 
commodities be supported at 100 percent of parity price. At the 
present time, these basic commodities include only wheat, corn, cotton, 
tobacco, rice, and peanuts. Werecommend that the law be broadened 
to include as basic storable commodities other grains, including, but 
not necessarily limited to, soybeans. 

Coupled with the mandatory requirement that the Secretary of 
Agriculture support these commodities at 100 percent of parity by 
purchase and storage, the Secretary should be given the continued 
authority to impose acreage allotments and marketing quotas for 
such as are deemed necessary and advisable in order to prevent or 
at least to minimize the problem of surplus production. 

Nonstorable or perishable commodities: We recommend that legis- 
lation be enacted to require the Secretary of Agriculture to support 
the price of nonstorable or so-called perishable farm commodities at 
100 percent of parity. These should include but not necessarily be 
limited to dairy, poultry, and livestock products. 
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These products can be supported by purchase and storage programs 
However, in order to deal with the problem of surpluses, the Secretar 
of Agriculture should also be given the authority, power, and duty to 
inaugurate and maintain a stamp plan for the distribution of mine 3 
to needy people in the United States. He should likewise have t} 
power, authority, and duty, if necessary, to inaugurate ng tior 
payments to the producers of these products as is proposed by thi 
administration in the case of wool. 

National food reserve: It is our belief that the administration’s 
proposal to establish a national food reserve is wise. However, 
should be truly a national food reserve. Its cost should not be charged 
against farm programs and it should be so held and used as to no 
depress the price of farm products. 

History reveals that since Biblical times such food reserves hav 
proved to be sound and desirable, and surpluses have stood us in good 
stead during the past 25 years. If it had not been for the surplus of 
grains, cottonseed cake, and hay which was available in this countr 
this past year, farmers in Missouri and other States who have suf 
fered their second disastrous year of awful drought, would have been 
almost totally ruined. 

It is our firm conviction that a national food reserve is just as im 
portant to the economy and the security and defense of our Nation 
as the national stoc kpile s of armaments and raw materials. There- 
fore, the cost of carrying such food and fiber reserves should not bh: 
charged against the cost of farm programs. These reserves should 
be isolated from normal markets and should be sold and replaced onl) 
to prevent spoilage. They should not be allowed to depress farm 
prices because of their visibility with the threat of their being dumped 
into the normal canal ls of trade at any time. If such a national 
food reserve were established, we could then proceed with practically 
a clean slate to deal with the present situation and the future problems 
of agriculture. 

Dealing with the problem of surpluses: Where possible and feasib le 
production should be controlled and limited in order to bring produc 
tion in line with normal demand and so prevent the accumulation ot 
larger surpluses and minimize the cost of a farm program. This is a 
proper and direct approach in the case of those commodities which 
lend themselves to such controls and limitations. By acting directly 
a farmer knows where he stands and can plan accordingly. 

Those who oppose full parity price supports or any thing approach- 
ing full parity price supports argue that such controls will lead to the 
regimentation of American agriculture. 

In this connection I desire to point out that the agricultural industry 
of this Nation, by its very nature, is incapable of controlling produc- 
tion by itself. Five and a half million individual and independent 
farmers simply cannot get together and voluntarily control their 
production. The limitation or control of production to maintain 
prices of products and commodities is a well-recognized and approved 
method used by every segment of our manufacturing and producing 
economy. 

In the case of most commodities, the number of manufacturers or 
producers is so small that they are able, without governmental 
assistance, to voluntarily, among themselves, cut back their production 
in order to maintain the price of their products. If too much steel is 
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being produced, then the price of steel simply does not come down so 
long as the costs of manufacturing steel remain high. The steel- 
makers merely cut back the amount of steel they produce and manu- 
facture. 

The same principle is used by the manufacturers and producers of 
automobiles, farm implements and practically all manufactured com- 
modities. The same principle applies in a large measure to the mining 
and extraction of our natural resources. In fact, oil production 1s 
sharply and rigidly controlled and regulated by State agencies who 
act in concert under a federally approved interstate compact; 0 
such controls and limits on produc tion, so imposed, are enforced | 
the Federal Connally “Hot Oil’ Act. We have never heard the oil- 
producing industry claim that such controls are a regimentation of 
the oil-production industry. 

When the manufacturers and produce ers i” other commodities limit 
their production to maintain their prices, we applaud their good busi- 
ness judgment. But when farmers, by a two-thirds vote in a free and 
independent referendum, agree to limit their production of farm 
products, certain people cry out “regimentation.” The production 
controls on farm products hii h must be voted by an overwhelming 
majority of the producers of the various farm commodities must, of 
necessity, by enforced by the Federal government because of the large 
number of farmers and their widespread residence throughout the 
various States. The charge of regimentation is, in our opinion, 
simply a smokescreen thrown up by those who are opposed to farmers 
receiving a full fair price for the products they produce. 

Another part of the program which should be emploved to 
with surpluses is to increase consumption of farm products, prim: 
perishable products, by means of a stamp plan whereby low-income 
consumers may consume these products. We are not particular 
about the details of a stamp plan, but it is our belief that a plan could 
be made to work effee tivels along the following general lires: 

Require the Secrets uy of Aoriculture to dete rmine each year thie 
quantity of perishable products in surplus and issue stamps or cer- 
tificates to persons in the low-income groups in sufficient quantities 
to enable them to acquire the surplus products through normal retail 
channels of trade. The result should be that the surplus food would 
be consumed by the persons who need it most for their health and 
proper nutrition; and producers would receive 100 percent of parity 
for their products. 

I think it was in 1946 that Senators Aiken and Humphrey—and 
that is an error. As I recall, Humphrey was not in the Senate, it 
was by Senator Aiken—first introduced a food stamp plan of the type 
we recowmend and support. It is our belief that if their plan had 
then been adopted by the Congress, the problem with which Congress 
is now faced would not be nearly so large or so difficult. Studies 
indicate that high-income consumers buy at least twice as much milk 
and eggs, and three times as much meat, as low-income consumers, 
and there would be an even greater difference if this were calculated 
by quality instead of quantity. High-income consumers buy steaks 
and pork chops, while low-income consumers buy hamburger, fatback, 
and cheaper cuts of meat. 

A stamp plan was tried in the 1930’s in a number of cities and 
proved to be quite effective. Economists of the Department of Agri- 
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culture who studied the effects of that operation concluded that, if 
properly handled, the plan’s effect on farm income would be as great 
or even greater than the subsidy given the consumers. A _ well- 
executed food stamp plan would convert the so-called surpluses of 
farm products into a blessing for low-income consumers instead of a 
curse to the farmers. 

Still another part of the program for dealing with surpluses is to 
increase exports of farm products. We endorse and heartily support 
every effort to move through the normal channels of trade to foreign 
countries a greater and increasing amount of farm products. Thi 
fact that this effort is being made does not take the place of th: 
establishment and maintenance of an aggressive farm price support 
program. In addition, we urge that authority be given to the 
administration by Congress to use surpluses of farm products as a 
diplomatic weapon by making outright grants-in-aid of such products 
to the needy peoples of the rest of the world. We believe that our 
Nation can effectively combat the worldwide threat of communism 
by using our greatest weapon—food and fiber—to feed and clothe the 
hungry and needy peoples of the world. 

Conclusion: It is my opinion that farmers would be willing to take 
their chances on living in a totally free economy where industry was 
not protected by tariffs, fast tax writeoffs, and other special benefits; 
where utilities were not protected by guaranteed profits and protected 
trade territories; and where labor was not protected by laws giving 
them a 40-hour week and minimum wages. 

But farmers are not so naive as to imagine that these protections 
for industry and labor will ever be removed. Besides, we believe that 
many of these protections for industry and labor are necessary and 
fair, and that if they were suddenly removed, the high standard of 
living we Americans are all so proud of would vanish overnight 
Then we would find ourselves reduced to the low standard of living 
which prevails throughout the rest of the world. 

We believe that American citizens on our farms, who bear their 
full share of the Nation’s responsibilities in every respect, are entitled 
to the same measure of legislative protection as are American citizens 
in industry. Farmers probably own a larger stake in our free-enter- 
prise system than any other class of Americans. At the present 
time, they own $161 billion in land, machinery, and other capital 
essential to production. All we ask is a chance to hang onto our 
stake in the free-enterprise system. 

If agriculture is given an opportunity through legislation to pro- 
duce abundantly without the threat of being burdened with price 
depressing surpluses, then the Nation can rest secure in the knowl- 
edge that our growing population will have plenty to eat and to wear 
in the years ahead. It is our belief that by the time another decade 
has passed, the increase in population may make it possible for us to 
rid ourselves of legislative measures such as we are in dire need of at 
this time. 

Please accept the thanks of the entire membership of the Missouri 
Farmers Association for this opportunity to present our views to 
Congress. 

The Cuarrman. Thank you, Mr. Heinkel. Are there any further 
questions? The Chair is advised by the clerk of the committee that 
the average price of farm commodities at this time in 1950 was 96 
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percent of parity, compared with between 91 and 92 at the present 
time. 

Senator ANperson. In May 1951 it was about 91. 

The CuarrMan. That is right. It dropped sharply in April of 1950, 
as I recall it. The price of beef cattle was still very high at that time, 
being the only one of the major commodities bringing over 100 percent 
of parity. In February 1950 wheat was 94 percent of parity; cotton, 
92: and corn, 75. At that time hogs were 89 percent. They had 
not taken the sharp drop that they did in the following 2 months. 

Mr. Hernxet. The difficulty, as I see it, Senator, is that we got 
into the Korean conflict—or whatever we might call it—and our 
costs of machinery and other items went on up. Of course parity 
goes on up, but the prices we have been receiving have not stayed 
up and so we are in more trouble now than we were at that time 

The Cuarrman. I hope we do not get out of it the same way, by 
having a war. 

Mr. Hernxeu. The most logical way of getting out are these sug- 
gestions I have offered. 

Senator ANDERSON. Have you given any thought to the cost of 
these recommendations? 

Mr. Hernxew. Yes, we have given a little thought to that. I do 
not know as it is too reliable. 

Senator ANprerson. Take the recommendation at the top of page 
18 on nonstorable or perishable commodities at 100 percent of parity. 
You include dairy, poultry, and livestock eudbantl We had some 
people in here testifying about butter the other day. It was a pretty 
rough problem. They pointed out that if we are going to dispose of 
all the butter we have coming along—not trying to get rid of our 
stockpile, but just butter coming along—it is going to have to be 
dropped down to where it would sell at a retail price of about 40 
cents. The Government has been paying about 66 cents for it and 
would sell it at 30 cents from producer stocks. 

A price of forty-some cents might be satisfactory to the merchandisers 
for butter, but if you raised the support level to 100 percent of parity 
it would mean there would be a loss there of about 45 cents a pound 
figuring parity at 75 cents and estimating that they would have to 
sell it at 30 cents to wholesalers and about 43 cents to the housewife 
The sales would not be any higher or lower. That would mean a cost 
the Government of about $700 million a year on butter alone. Do 
you think the taxpayer would go for that? 

Mr. Hernxet. Yes. I have not tried to separate butter out from 
the other commodities. 

Senator ANDERSON. I am just taking one product. Butter would 
be that costly. The rest of the items in the dairy program like cheese 
and skim milk solids would run another $300 million, or about $1 
billion for the dairy program alone. Could we justify that? 

Mr. Hernxev. Our director of research calculated that the surplus 
of the poultry and eggs, dairy products, meat products, would probably 
require a program—they amount to about 7 percent of production—of 
a couple of billions of dollars a year. I think that would be the best 
insurance that we could invest in to maintain the prosperity of 
American agriculture of these United States if we go at it in a forth- 
right manner and not be around apologizing about it. 
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I think it is entirely justifiable. It is a lot cheaper than having a 
depression like we had in the thirties, wherein we had a loss of some 
$500 billion in national income. We had huge surpluses of food and 
people eating out of gardens. I think this is much cheaper. 

Senator ANDERSEN. The total cost you recognize, then, will be well 
above $2 billion if you try to take 100-percent supports across the 
board. Dairy, poultry, and livestock would run you $2 billion. 

Mr. Hetnxeut. Depending, of course, upon the amount of the sur- 
plus involved. It may run that. It may run less. 

Senator ANpEerseN. I do not say I completely disagree with you 
that it would not be worthwhile to go ahead and let the farmers pro- 
duce, because ] think that the day is not too far away when we are 
going to need a lot of it. Now we are arguing on the Senate floor as to 
whether we can take off any of these excise taxes that will run only 
maybe $5 or $10 million, because we are going to have to try to balance 
the budget some ds ay and we are going to have to try to do a lot of 
things. We will argue about tax cuts of three-quarters of a billion 
dollars, and here we have a cost that would be several times that in one 
shot. 

Mr. Hernxeu. I think, Senator, we have the one weapon that these 
communistic countries do not have. Here is a copy of U. S. News 
and World Report. It has an article here on page 22 and page 23 
that points out where depression holds sway in the communistic 
empire. It is because of the shortage of food in Russia, China, 
Czechoslovakia, Hungary, and so forth 

Senator ANDERSON. I have read it. It is a very interesting article 

Mr. Heinkeu. There is a shortage of food in Rumania, Bulgaria, 
Albania, East Germany, and Poland. So we have the one weapon 
they do not have. I think we ought to make the most of it. We 
ought to keep our agricultural economy healthy, keep it properly 
equipped and properly staffed with the kind of men who understand 
the production; and the only way that I know to do that is pay a price 
so that it can stay in business. 

Senator ANDERSON. | know you have studied the agriculture of 
Russia and recognize that in the agriculture of Russia you have the 
greatest regimentation of agriculture that you can imagine in a 
country. If you are going to have 100 percent price supports, you 
have got to have controls on everything—dairy products, livestock 
produc ts, the number - hens that a housewife can have. You have 
got to have control of every single agricultural commodity except 
possibly wool. I am canal ‘ring if we would get the type of food that 
we have had in this country where we have had free farmers. 

Your organization, I know, has been very useful to the farmers in 
Missouri. It has given them savings. It has meant money to the 
farmers in Missouri. [| commend you for those activities. But 
I recognize that in the Russian areas of which you are speaking, the 
farmer cannot have a tractor unless he makes arrangements with the 
political boss to get one. 

Are we not so much more fortunate in this country where any man, 
if he wants to, can go buy a tractor, even though the price—as Senator 
Thye has pointed out—has gone up tremendously? 

Mr. Hetnxet. Some of that may be so-called regimentation, but 
a lot of it is also caused by their poor ways of doing things and their 
inability to produce food. We have the ability and the know-how to 
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produce food, and I do not think that 100 percent of price supports 
would necessarily involve a lot of so-called regimentation. There is 
some difference of opinion about what we mean by regimentation. 

Senator ANDERSON. You admit it means control on every agricul- 
tural product, with the exception of those things not produced on 
the North American Continent. 

Mr. Hernxet. Not necessarily, Senator. 

Senator ANDERSON. It means tight controls for corn, cotton, wheat, 
rice, and everything of that nature—livestock, dairy products, poultry 
products, everything that you can think of, with the probable exception 
of wool; 100 percent of parity will not do anything for wool. 

Mr. HEINKEL. Senator, the farmers have endorsed and voted for 
this, and that is the only reason we have the production controls on 
wheat and cotton and tobacco and these other products. So they 
have endorsed those. They do not look upon them as regimentation. 
They regard the one freedom that goes with those, that of a fair price 
for their product, as being worth more than some of these other 
so-called freedoms that might go with the free market. 

As to the perishable products, we can use the stamp plan or com- 
pensatory payments. We do not think that we will have to use 
production controls on those. 

Senator ANDERSON. What would you do with potatoes, which are 
now at 43 percent of parity and got completely out of hand at 60 
percent of paritv? When we had a 60 percent support on potatoes, 
there was no way in the world that we could take care of the production 
that rolled in. What would you do with it at 100 percent? | 
wrestled with it at 90 percent. It was a tidal wave of surplus potatoes. 

Mr. Hernxeu. I would use compensatory payments, or the stamp 
plan or acreage control—or a combination of the three. 

Senator ANDERSON. You cannot get rid of all the potatoes that will 
be produced at 100 percent of parity if you gave them away. 

Mr. Hernxe.. If you use acreage controls. 

Senator ANDERSON. No; we have said it means complete regimenta- 
tion. 

Mr. HeinxEu. No, it does not mean regimentation. Ihave another 
name for it. The farmers do not call it that, Senator. 

Senator ANDERSON. No, because they still have some freedom left. 
But 100-percent support levels would not give you much freedom; 
would they? 

Mr. Hetnxet. It would leave them the same freedom they have 
got now, Senator, of voting upon these things. That is our accepted 
democratic way of deciding things in this country. 

Senator Tuye. Is it not true that the entire philosophy of the 
price-support program is first that you recognize that the farmer has 
no control over the weather conditions that bring about a crop. 
When weather conditions are favorable and you have an abundance, 
the history is that without price supports, the farmer is compelled 
to take what was offered him. Oftentimes in the fall of the vear 
when he was compelled to market, he took a drastically low price. 
Before the year was over and the product had gotten into the hands 
of the warehouseman or the wholesaler, then you saw the prices go 
back up again. 

The support program came into being in an endeavor to hold the 
agricultural economy in balance with the rest of the economy of this 
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Nation. We have had the most favorable weather conditions in the 
past few years that I think this Nation could ever hope to experience 
It has brought on an abundance in all types of crops, whether it is feed 
crops or whether it is the corn, cotton, wheat, and the like. 

So we are faced with surpluses, but in the event that as of today 
we cut these supports while these surpluses are visible the market 
is going to drop to the next level you establish. That was why I was 
so favorably impressed with some remarks in your statement here 
Whether agriculture can lose any more in the national economy than 
they have lost in the past 3 years is highly questionable tome. I am 
concerned about that. 

I will agree that the farmer will reduce his acreage, but the Depart- 
ment of Agriculture, this Congress, and any future Congress, must 
direct what all must do because they cannot do it alone. You could 
not get concerted or uniform action across this Nation as to what 
they are going to do in wheat production or dairy production or beef, 
or what it might be. We can only control the acreage by a positive 
policy laid down by Congress and administered by the Secretary of 
Agriculture. That is the only way we are going to get it. The other 
perishables like meat, poultry products, and dairy products are the 
most difficult and you cannot accomplish that in 1 year by a direc- 
tive, either by Congress or by the Secretary of Agriculture, because 
you have got livestock factors. 

Had you brought about a program to reduce dairy products in the 
past year, you would have increased the number of cattle slaughtered 
because you would have offered dairy livestock into the categories 
of beef animals. You would have aggravated that. So you have 
dairy surpluses. The wisest program is to try to have needy people 
consume it. The food stamp plan, as Senator Aiken has introduced 
it, is a feasible way of approaching the matter to get these foods into 
the hands of the underprivileged who cannot afford to buy them 
The whole question is that we have an agricultural economy that has 
produced more than we need; and I hope we have the wisdom to deal 
with this problem constructively. 

Mr. Henke. I think we should say, Senator, that we thank God 
we live in a nation that has the ability to produce a surplus of food. 

Senator Toye. All you have to do is to look at a country where 
food scarcity is the biggest issue in their existence, and then you will 
come back here and thank God that we have a granary full of grain, 
and you will thank God for the butter products and dairy products 
that we have. We had better pray for the wisdom to deal with this 
surplus problem intelligently so that these products become available 
to the consumer rather than make this a political football that is 
going to destroy us as we try to kick it back and forth to one another. 

That is why I want to see this legislation that Senator Aiken intro- 
duced get out on the Senate floor and let us vote on it so that we can 
get this food stamp plan into operation. We have some folks right 
now who are short of the means to acquire the cheese, the powdered 
milk, and the butter that they should have. I can only take you to 
cities like Detroit and Chicago where some of the industrial plants 
have had to close down. It is the veteran of World War II and the 
Korean War who is the boy who has lost his job because he was the 
last one who went on those payrolls. They have got their little 
children who need those dairy products. I want to see this legislation 
come out because I think it is God's blessing that we have all this food. 
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We must not let this become an issue between two great political 
parties as to who was wrong and who was right relative to these farm 
programs. 

Mr. Hernxev. I would just like to say further, Mr. Chairman and 
gentlemen of the committee, that you notice we did endorse the ad- 
ministration’s food reserve proposal, and we have endorsed your ides 
of a stamp plan. It is not a partisan matter with us. Our farmers 
have given this a lot of thought and study. 

We would like to see the program dealt with in the most sound and 
effective manner possible. 

The CuarrMan. I would like to say, Mr. Heinkel, that I would 
like to discuss that problem at considerable length because I feel if 
we had a food allotment program we would not be worrying about 
levels of support today or surpluses. But time prevents my going 
into that as much as I would like to. 

Senator ANDERSON. | have grave doubts about the desirability of 
100 percent of supports, as you know. It comes as no shock to you. 
I subscribe to what Senator Thye said. It is a great blessing that we 
have a country that can produce these commodities, but I am very 
doubtful about these reserves that merely aggravate and hold over 
the market the problem that we already have. I am in favor of using 
them. I am in favor of stamp plans, and Senator Aiken knows that. 
But beyond that, I think the Department of Agriculture badly needs 
a supersalesman who can get rid of some of these things around the 
country. I was never able to forget | was a salesman myself, and | 
went out and sold a great many of these things. I believe we could 
get rid of a lot of these crops if we would move them onto the market. 

I go along with the recommendation you have made this morning 
to put them to use. 

Mr. Hernxev. The only further comment is, I do not think this 
food reserve needs to hang as a threat over the market if it is set aside 
in the proper manner. We can prevent its being dumped upon the 
channels of trade at any particular time, so I do not think that it 
would constitute a threat; and therefore would not be known as a 
surplus. But that particular portion that was so designated as a 
reserve would constitute a reserve. That would certainly stand us in 
good stead in a time of drought such as we have had in New Mexico, 
Texas, Oklahoma, and other States in the past 2 or 3 years. 

We have imported thousands and thousands of carloads of hay into 
the State of Missouri this year. Our legislature appropriated 

$6,500,000 in October, and another $2,750,000 about a week ago; 
and the Federal Government kicked in $1,604,000—all just to pay a 
part of the freight on this hay that we shipped into Miser: 

We are sure happy that they had a surplus of hay somewhere in this 
Nation because a lot of dairy cattle and other cattle would have gone 
to market had there not been this surplus in this country If we just 
learn to live with those surpluses and treat them as the blessing that 
they are, I think we can maintain prosperity in this country. Thank 
you, gentlemen. 

The Cuatrman. Thank you, Mr. Heinkel. We would like to hear 
two more witnesses if possible, because Mr. Scully has a plane reserva- 
tion to go back to Chicago. The next witness we will call is Mr. 
Carpenter, the commissioner of agriculture of the State of Missouri. 
Mr. Carnenter 
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STATEMENT OF L. C. CARPENTER, COMMISSIONER OF AGRICUL- 
TURE OF THE STATE OF MISSOURI, JEFFERSON CITY, MO. 


Mr. Carpenter. Mr. Chairman, members of the committee, my 
statement is not too long, sir. My name is L. C. Carpenter. I live 
in Jefferson City, Mo. I am Commissioner of Agriculture of the 
State of Missouri. I also operate dairy farms and a drug store at 
Trenton, Mo. 

As State commissioner of agriculture, as well as a farmer, I deem 
it to be my duty to give you what information and impressions | 
have on the farm situation in my State. 

The farmers of Missouri are experiencing a depression, which has 
been gradually deepening since 1952. Their plight has been aggra- 
vated in Missouri, of course, by a serious drought. Farmers have 
been compelled to reduce their expenditure for farm supplies. ma- 
chinery. dry goods, and all other items that farmers use. This re- 
trenchment by farmers is being felt by the merchants in rural towns 
and cities. 1 know the situation at first hand, because, as mentioned, 
1 am both a farmer and a businessman in town. 

I am also concerned personally about the decline in farm income 
because for 14 years I was State administrator of the Farmers’ Home 
Administration in Missouri, during which time we helped thousands 
of farmers get on their feet financially. It is tragic to me to now see 
some of these people who were helped by FHA in financial trouble. 

As commissioner of agriculture, it is my duty to constantly meet 
with farmers and businessmen throughout the State. The stories they 
tell me about their economic plight are uniform. Farmers and 
businessmen in Missouri are much discouraged because of the growing 
depression in agriculture 

Their anxiety has not been relieved by the administration’s flexibl 
price proposals. I think that perhaps one good reason their anxiety 
continues is that they have recently seen a glaring example of what it 
means for farm prices to decline to 75 percent of parity. I refer to th 
cattle situation. As the gentlemen of this committee know, farmers 
have recently suffered a terrific decline in inventory values of cattle 
Last month cattle prices were 75 percent of parity. 

Senator ANpEeRSON. Do you think cattle prices are going to improve 
any this next year? 

Mr. Carpenter. I would hope so, but I am not sure about that 
The case of a farm family I know in north Missouri will give you a 
striking example of what this means to farmers. This family I speak 
of homesteaded the land they now operate in Missouri, and up until 
last year the land had never been mortgaged. The present member 
of the family has long been in the cattle business, and for the first time 
the farm now has a $15,000 mortgage on it. 

Another example that causes farmers and businessmen of Missouri 
to take a dim view of the flexible price support plan is the current 
situation in the dairy business. The decision of the Secretary of 
Agriculture to allow dairy products prices to fall to 75 percent of 
parity has been causing milk prices to decline. They are expected to 
drop between 50 and 55 cents per hundredweight by April 1—in other 
words, to 75 percent of parity. Thousands of dairymen in Missouri 
have been barely hi anging on during the past 2 years because of the 
severe and prolonged drought, as well as because of declining farm 
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prices. The decline in dairy prices will now bring financial ruin to 
many of them. 

Senator ANDERSON. Why do you feel that the milk prices would 
drop that much? 

Mr. Carpenter. It is almost evident, Senator, when you drop the 
price on down—the estimate that the Department itself makes is 
that there will be a reduction in butterfat and a corresponding 
reduction 

Senator ANDERSON. Yes; because the butter is in surplus. But is 
fluid milk in surplus all around? 

Mr. Carpenter. Generally speaking, it is not, sir. I happen to be 
supplying my milk to the Kansas City market. They tell us they ex- 
pect the price to drop around 50 cents on April 1. They are buying 
our milk and we are at their mercy, so I do not know what will happen 
That is what they tell us 

Senator ANDERSON. The total supply is about 118 billion pounds. 
Only about five or six billion pounds is in trouble. I do not see why 
that should drag down the entire price structure. 

Mr. Carpenter. Frankly, 1 do not know, either. That is what 
they are telling us they are going to be pay ing for milk. 

Senator ANprERSON. Is it your impression, Mr. Carpenter, that 
the support price fixes the price generally? 

Mr. Carpenter. It certainly has some bearing on the price 

Senator AnprERson. It does not necessarily fix it in the places 
where you have a Federal milk marketing order, does it? 

Mr. Carpenter. Not entirely; no, sir. 

Senator ANDERSON. You have other factors in there 

Mr. Carpenter. You have the supply and demand. 

The CHamman. It did, however, in the case of potatoes When 
they had a 60-percent support on potatoes, 60 percent of parity was 
the price which they received for potatoes 

Senator ANDERSON. It would be too bad if the drop in the support 
price of butter, dry skim milk solids, and cheese affecting a relatively 
small amount of the output, would drag down all milk prices by that 
degree. 

Mr. Carpenter. I agree with you. 

Senator AnpERSON. If it does, it is an unfortunate situation. 
doubt if it will happen. Let us wait and see. 

Mr. CarPENTER. Let us hope it does not. But it is anticipated, I 
might say that. I think farmers generally have recognized that the 
90 percent of parity support program has been of considerable value. 
Of course, farmers like businessmen and others have worried about 
some of the surpluses. From where I sit at Missouri’s State capitol, 
it looks as if the principal flaw in the program has been a lack of pro- 
vision for channeling surpluses into consumer markets. Another flaw 
is that the supports have been at only 90 percent of parity and that 
they have been on too few commodities. 

Missouri farmers have convinced me that they believe their eco- 
nomic problems can be solved by Congress enacting legislation calling 
for 100 percent of parity supports on farm products, including 
perishables. 

It seems to me that several means would have to be employed in 
order to do this. In the case of perishables, | think a stamp plan of 
some kind should be employed, which would enable low-income groups 
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to consume that small portion of perishable products which are in 
surplus and thereby depress prices. It seems to me that if the small 
surpluses of perishables could be consumed, farmers wou!d receive 
approximately 100 percent of parity in the market place for their 
production as a result. I believe that if the surplus perishables were 
consumed this would go a long way toward solving the whole farm 
problem. Good prices for livestock and related products would mean 
increased consumption of grains by livestock and poultry. 

Of course, in the case of some crops, like wheat and cotton, an 
adjustment in production would have to be made in order to more 
nearly fit production to domestic demand. I am hopeful that we can 
also export some of our surpluses. 

In addition it seems to me that it would be wise if the Government 
would establish a national food reserve in the manner that we stock- 
pile war supplies. It occurs to me that having a stockpile of food 
is quite as important as having a naval oil reserve in Alaska or 
California for example. 

However such a national food reserve ought not to be allowed to 
depress farm prices, nor should it be charged against any farm pro- 
gram any more than the naval oil reserve is charged against the oil 
industry or is allowed to depress the price of crude oil or the retail 
price of gasoline. 

Senator ANpERsON. Are the two situations quite parallel? In the 
case of the naval oil reserve, oil from the ground has not yet been 
run through the refinery and has not been stored in tanks. whereas 
agricultural products are grown and they become the same as refined 
oil products. In order to carry your analogy correctly, would you 
not have to say you betieve in the fertility bank idea, w here the pos- 
sibilities remain in the soil to produce this produce rather than 
actually producing it. Do you not recognize the heart of the problem 
is that the wheat we now have on hand has filled up the available 
storage spaces and when wheat starts rolling off the Texas and Okla- 
homa areas this spring, there will be no place to put it? The farmer 
therefore is not eligible for a loan program and he will get 70 percent 
again, while he is guaranteed 90. 

Mr. Carpenter. Senator, I have reference here to the surpluses 
that we have now and which you are talking about, a reserve supply. 

Senator ANDERSON. I have, too. But we will have on hand at 
the end of this year 600 million bushels more of wheat than we need. 
Suppose you take 500 million bushels, which is all you can consume 
in a full year for food, and put it aside in a reserve. You will still 
have on hand more wheat than you know what to do with. The 
500 million bushels that we put away as a reserve will go into the 
very finest of the storage facilities and clog those to where the farmer 
will have no place to put the on-coming crop of wheat. 

Where are you going to store this 500 million bushels? 

Mr. Carpenter. I think that is right. On the other hand, I 
think the wheat farmers themselves voted for a cut in production of 
wheat. I think they would vote for it again. I think the farmers in 
the State of Missouri—I am referring to what I hear the farmers 
say—are willing to cut back some production on it. But the? have 
got to know why and how to do it and what the price is going to be 
stabilized at. 
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Senator ANDERSON. I do not recall that the farmer voted on the 
reduction of wheat. He voted on a quota that was based on the 
reduction in the law passed that raised it from 55 million acres to 
62 million acres for 1 year. 

Mr. CarpPEeNTER. He voted on the referendum. 

Senator ANDERSON. The next year he will have to vote on coming 
back down to 55 million acres unless the Congress steps in and says 
again ‘“‘Well, we are going to have to take this pretty gradually, and 
we will let it come down to 57 million acres or some other figure.”’ 

Kach time they are going to have to keep bringing it down until 
they finally get down to what the y need. Do you recognize that we 
do not have to plant a single kernel of wheat in America to have more 
than enough wheat to take care of all the wheat we need for bread? 
That wheat has to stay somewhere. What warehouse are you going 
to put it in if you keep on with these reserves? Next year we will 
have too much wheat again. We will grow more wheat again next 
year than we can consume by several hundred million iaaieain We 
will say ‘“‘We had better put some of this in reserve along with this 
other reserve.’’ After a while the warehouses get clogged. Do you 
favor building more and more warehouses? 

Mr. CarPEnTER. Senator, I do not know that I know the answer 
to that. I think there are people who have the answer to it. 

Senator ANDERSON. I am only trying to say it is a mighty tough 
problem, and I am more interested in the proposal that Senator 
Aiken made and some other people made and which I have supported 
in the past, that we had better use these supplies of grains up rather 
than just put them into storehouses that hang over the market. 

Mr. CarpENTER. We are advocating a reasonable reserve or storage. 
I think on Pearl Harbor Day the United States of America was in a 
very fortunate position to have had some surplus stored then, were 
they not? 

Senator AnpERSON. Yes. But if you get right to it, the United 
States had at the start of World War II 7 million bales of cotton. Do 
you know how much of that cotton moved into the domestic manu- 
facture of goods of any kind? 

Mr. CARPENTER. No. 

Senator ANDERSON. Very little of it. It was still on hand when the 
war was over, because our mills wanted long-staple cotton or fairly 
long-staple cotton and the *y wanted better quality than the accumu- 
lation of rag-tags that we had on hand from 10 years of the price- 
support program. I do not know how much of the wheat they used, 
but I know it does not take very long in this country to grow all the 
wheat you require. What would you think would be a reasonable 
storehouse of cotton? We are going to have 9% million or 10 million 
bales on hand at the end of this season more than we can possibly use 
before we start harvesting the next crop. How much of that do you 
think will be in reserve? 

Mr. Carrenter. Sir, | would not know what portion of it should 
be set aside—enough, or a safe margin, to meet our needs. 

Senator ANDERSON. That is probably an unfair question to ask 
you. I am not trying to be critical of your testimony. I just point 
out that if somebody says 4% million bales is enough, then within a 
short time we will accumulate another 5 million bales. We will say 
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“We miscalculated. We think 9 million bales is about right.’’ Then 
somebody is going to have to say ‘‘We think 15 million bales is about 
right. 

You do not cure it by constantly setting it aside where you can not 
see it. You cure it by using it up and by selling it and by makin 
disposition of it. That is why I am not magronnes by any proposal to 
set aside a lot of butter and say ‘Well, it is a national reserve.” | 
you issue it on the stamp plan, if you will aaa children start drinking 
more milk per day, pretty soon you will not have to worry about thé 
national surplus. 

Mr. Carpenter. I agree with you on that, sir. 

Lately I have been reading about the growing unemployment in 
this country. I believe it is a direct result of the farm depression 
If this is true, a solution of the farm problem will mean a solution of 
the unemployment problem; and, I feel sure, with much less expendi 
ture of Federal funds than would be required for made-work projects 
I suggest, too, that if the farm depression is not halted and agricultur« 
not restored to a healthy condition, the Federal Government will los« 
many times more in taxes not paid than would be the cost of a stamp 
and price support program. 

The needs of agriculture are practically insatiable. For example 
farmers use more steel than the whole automobile industry. Th 
handling, transportation and processing of farm products as they mov 
from producer to consumer is responsible for the employment of 
large part of the Nation’s workers. Agriculture is the Nation’s basic 
industry and, so far as I know, there never has been a nationwide 
depression when farm income was good with farm prices at or neat 
full parity. If the Congress will enact laws to give farme ‘rs 100 per- 
cent of parity, which is only their fair and proper share of the national 
income, not only will the so-ealled farm problem be solved, but the 
Nation will also be guaranteed against a costly depression. In addi- 
tion, agriculture will be enabled to stay healthy and to keep expanding 
as the population increases. 

1 deeply appreciate this opportunity to present my views to this 
committee. 

The CuarrMan. Are there any more questions? If not, we will try 
to hear Mr. Scully, who has a plane reservation early this afternoon 
Then we will recess until 2 o’clock to hear the two remaining witnesses 


STATEMENT OF CHARLES F. SCULLY, PRESIDENT, WILLIAMSON 
CANDY CO., CHICAGO, ILL., REPRESENTING THE NATIONAL 
CONFECTIONERS’ ASSOCIATION 


Mr. Scutity. Mr. Chairman, my name is Charles F. Scully. [am 
president of the Williamson Candy Co., of Chicago, IIl., and appear 
as a member of the Washington committee, and in behalf of the 
National Confectioners’ Association. It is estimated that the mem- 
bers of this association, organized in 1884, manufacture approximately 
85 percent by dollar sales of the Nation’s candy. 

The National Confectioners’ Association for many years has studied 
the effect of various governmental actions with respect to agriculture 
as they affect this industry. At our annual convention in June 1953, 
the members expressed their views both with respect to agriculture 
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and peanuts as indicated in the policy statements attached herewith. 
That is exhibit I. 

The CuHarrMan. Without objection, the exhibits will be inserted 
the record. 

(The exhibits presented by Mr. Scully are as follows:) 


Exuisit | 


Poticy STATEMENTS, ADOPTED BY THE NATIONAL Co 
on AGRI 


\ prosperous agriculturs 
however, be an obligation of t! 
of agriculture or any ot 
or similar devices 

All of the basie 
of the farm and oreh: 
the elements common to a 
such as the ability to contro 
farmers and the businessman is ma 
national economy. 

The present agricultural program 
carefully examined ini an effort to at 
consistent with the development 


The confectionery 
as it does other tvnes of candies 
the National Confectioners’ 
number of characteristics whis 
industrial users of peanut 

Working with all segments of the in 
processors efforts should be made to establish 
with our economic principles. Research on producti 
is recognized as fundamen to a healthy agric 
of the industry should join in the 
chandising programs aimed to assist all element f the ind y and 
available a low cost nutritious food to the public, 1 | V » policy recom- 
mending a thorough examination or all phases of the tural : 
consideration should be given to the elimination of 
gram which cannot be justified and which have pro 
processor and consumer such as the classification of pea 


a 


TaBLE I1.—Peanuts picked and threshed 


A creage : ; > et 
ha-vested| ¥ leld per) Pro 
1000 acre 
pounds) 


res 


1920- 29 average 1,009 708 
1930 1, 073 650 
1931 1, 440 733 
1932 1, 501 627 
1933 1, 217 674 
1934 1, 514 670 
1935 1, 497 770 
1936 1, 660 759 
1937 1 

1938 1 

1939 1, 908 636 
1940 2, 052 861 
1941 1, 900 776 


538 802 


, 692 762 


Source: Agricultural Statistics 1952, U. 8. Department of Agr from 1950 to date current r 
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Tas_Le II.—Peanuts in the shell: Average price received by farmers (United States 


A verage Average Average 
Year cents ner Year cents ner Year cents per 
pound pound |} pound 
1910-19 (10-year aver- 1936 3.72 1946 9.10 
age) | 5.3 1937 3. 39 1947... | 10.1 
192-29 (10-year aver- 1938 3. 27 1948 10. 5 
age) 4.9 1939 3. 49 1949 10.4 
1939... 3.5 1940 3. 33 || 1950 10.9 
1931... 1. 62 194] 4. 66 1951 10.4 
1932 1. 55 1942 6.08 1952 11 
1933... 2. 85 1943 7.12 1953 iil 
1934... 3. 28 1944 8.04 
1935... 3.14 1945 8. 27 


! Estimate. 


Source: P. 74, Peanuts and Their Uses for Food, U. 8. Department of Agriculture, 1950 to 1952, weighted 
average; 1950 to date, simple average 


TABLE III.— Peanuts shelled, f. 0. b. shipping points 


{Average cents per pound] 





Sranish Sranish Runner 
Year Virginia's No. 1 No. 1 No. 1 
. No, 1 Southwest | Southeast Southeast 
section section section 
1920-29 average 7. 94 | 8. 46 8.02 6, 88 
1930 | 6. 66 | 7.05 6. 26 x 
1931 2.95 | 3. 00 2.75 2 
1932 3. 63 | 3. 21 3.18 2. 94 
1933 5. 60 | 5. 06 4.91 4.7 
1934 8.14 8. 21 7.93 7 
1935 6.17 6.03 5. 70 5.4 
1936 7.22 6. 81 6 
1937 5. 70 5. 62 5 4.94 
1938 5.97 | 5.47 5 5.04 
1939 5. 65 6.01 5 
1940 | 6.48 5. 67 5.48 
1941 | 12. 20 9. 63 | 10.04 
1942 | 14. 68 13. 68 | 13.31 
1943 | 14. 62 | 14. 50 13. 97 
1944 | 14. 62 14. 50 14. 00 
1945 14. 70 14. 50 14.00 
1946 E 17. 28 15. 60 : 15. 58 
1947 17.13 16. 67 16. 65 16. 41 
1948 17. 86 16. 77 16. 86 16. 39 
1949 19, 44 17. 06 17. 27 lf 
1950 : 18. 47 | 17.09 17. 04 16. 32 
1951 | 20. 44 | 20. 96 20. 96 19. 32 
1952 19. 85 21. 25 20. 25 18. 51 
1953 19. 53 20. 45 19. 64 18. 34 


Source: Pean its and Their Uses For Food, U. 8. Department of Agriculture, Marketing Research Rept 
No. 16 (1952) (1951 to date, current reports). 


TaBLe IV.—Peanuts picked and threshed (United States): Farm value 


Year Value Year Value Year | Value 
| 

Thousands Thousands Thousands 
1929 $33, 533 || 1937 $40, 630 || 1945... | $168, 878 
1930)... 24, 462 || 1938... 42,126 || 1946 185, 364 
1931... 17,144 || 1939 41, 224 || 1947__- 22), 210 
1932 14, 587 || 1940_. 58, 850 |} 1948. 246, 180 
1933 2 1941... 1949... } 193, 496 
1934... 1942 1950__- 222, 052 
1935_. 1943 1951 175, 017 
1936__. 1944 1952 (preliminary) 140, 249 





Source: Agricultural Statistics, 1952 (p. 152), U. S. Department of Agriculture. 
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TABLE -Peanuts (United States): Farmers’ stock basis—Stocks, 


Aug. 1 





{In thousand pounds] 


Year Stocks Year Stocks Year Stock 
1938 206, 829 1044 356, 566 dA 202, 552 
1939 134, 678 14 310, 822 , 347, 158 
1940 214, 379 1946 366, 544 1952 414, 4% 
1941 270, 507 1947 245 $22 1953 (prel inary 424, U4) 
1942 189, S38 1948 234, 554 
1943 307, 682 1949 202, 442 


TABLE VI Shelled pean its (edible grades): Reported use n edible prod icts 


{In million pounds 


Candy Salted en Other Total 


Year beginning September 

1943 209 244 45 
1944 L r 
1945 l 
1946 l 
1947 1 lI pS ) 493 
1948 107 120 2M 7 454 
1949 126 118 ane 9 5} 
1950 1 
195 1 1 

l 


14 274 ¢ 539 


2 148 289 fi4 


' Not available 


Source: Peanuts and Their Uses For Food, Marketing Research Rept. No. 16 (p. 72), U. 8. Depart 
of Agriculture, 1952 


Mr. Scutuy. You will note that our members recognize that a 
prosperous agriculture is a nationally sound objective 
and that— 


the present agricultural program which expires January 1, 1955, should be care 
fully examined in an effort to attain sound farmer-processor-supplier relations 
consistent with the development of all segments of our economy 

Our policy statement on peanuts reads in part as follows: 


the present program incorporates a number of characteristics which are contrary 
to the interest of farmers as well as industrial users of peanuts 

Support urged for Presidential recommendations: The National 
Confectioners’ Association urges this committee to support the recom- 
mendations of the President of the United States, and the Secretary 
of Agriculture, to eliminate the present mandatory 90 percent price 
support on so-called basic commodities, and to establish flexible price 
supports on these commodities as a step in the right direction in the 
solution of our agricultural program. 

As you are aware, the Randall Commission on Foreign Economi 
Policy opposed inflexible domestic price-support programs. 

The confectionery industry uses large quantities of peanuts and, 
therefore, we have had considerable experience with the peanut price 
support program. I shall confine my remarks to peanuts and what 
we believe to be the unsoundness of the existing peanut program, al- 
though some of the arguments presented may be equally applicable to 
other crops. 
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Senator ANDERSON. May I stop you there, Mr. Scully. I have 
had, as you may recall, some correspondence with a great many 
users of peanuts when I felt that the peanut program was defeating 
its own purpose. I am just wondering if you feel that 100 percent 
of parity on peanuts instead of 90 percent of parity, would still 
further complicate the probem and still further make peanuts non- 
usable almost as a commodity in confectionery work? 

Mr. Scuuty. It would certainly aggravate it. How much further 
it would dip into our usage, I cannot estimate offhand. Ninety percent 
sets the price now. 

Senator ANDERSON. If we could eliminate from the peanut support 
programs as much of the types of peanuts that are not utilized by 
the confectioners, and allow the peanut growers of the Virginia type 
of peanuts, to grow unlimited quantities, they probably would get in 
the long run as good returns as they are now getting, would you not 
think? 

Mr. Scuuiy. Yes. Those types that you speak of—that is the 
Virginia type—are selling at a market price above support. 

Senator ANpERSsON. Did not the Virginia and Carolina types come 
above that level? 

Mr. Scutuy. They have been above the level of support price in 
every year that I know of. 

Senator AnprErRson. You use the type of peanut that can be put 
into peanut butter, spreads, and things of that nature? 

Mr. Scuuuy. Yes, Spanish peanuts. 

Senator AnpErson. If the price were not supported then, do you 
think the market would expand? 

Mr. Scuutuy. Absolutely. Our usage would increase immeasurably. 
We would sell more peanut candies, and the end result would be 
greater profits both for us and the peanut farmer, who would make 
more money by selling more peanuts at a lower price. We say in our 
business that the consumer has so much money to spend for what he 
puts into his stomach. If our product represents a good value, he 
will buy it. If not, he will put his nickels into other products. To 
sell peanut candies in quantity, as is the case with any other product, 
we must give the public a real value. 

Peanuts should not be classified as basic crop: Existing law which 
classifies peanuts as 1 of 6 basic commodities is illogical, both from 
the standpoint of basic food crops and the economy of the farmer. 
Publication No. FIS 142 of the Bureau of Agricultural Economics, 
United States Department of Agriculture, dated July-August 1953, 
and entitled ‘“Farm Income Situation,’ supplies data as to national 
farm income, by crops as well as by States. The total national farm 
income for all commodities and for individual commodities appears 
in table 10 on page 14. 

Table 11 on page 16 indicates the cash receipts by States for all 
commodities, as well as designated principal commodities. Using the 
figures contained in these tables, by arithmetical computation it can 
be seen that peanuts account for less than one-half of 1 percent of 
national farm income—$144 million out of a total of $32,373 million. 
It has been advanced that whereas peanuts are relatively unimportant 
in the national farm income picture, they are of paramount significance 
in certain States where they are produced in the most abundant 
quantities. 
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But the facts do not even support this statement. Georgia is the 
principal peanut- produci ing State, yet in 1952 peanuts accounted for 
only approximately 7 percent of farm income in Georgia, and only 
approximately 5 percent in Virginia, 5 percent in Alabama, and 3% 
percent in North Carolina. In Florida, Oklahoma, and Texas, the 
percentage of farm income derived from peanuts was only approxi- 
mately 1 percent. 

Peanut program has placed severe burden on taxpayers: When any 
farm program is considered, there seems to be a tendency to give little 
or no consideration to consumers or to the public. Our belief is that 
the program could and should be worked out for the benefit of all. 
If the peanut user does not prosper and survive, neither can the 
grower. 

Over the years the Department of Agriculture has maintained price 
support programs on approximately 40 commodities, inc huding basic, 
designated nonbasic, and other nonbasic commodities. The total 
cost to the taxpaver of the peanut program from its inception in 1933 
to January 31, 1954, has been $101,241,619. Of the approximately 
40 commodities on which price support operations have been main- 
tained, the cost to the taxpayer has been greater on peanuts than any 
other commodities, except wheat, Irish potatoes, and eggs. In the 
first 7 months of the fiscal year 1954, the program cost $8,592,668. 
It is obvious that something is wrong with a program concerning a 
farm commodity, which accounts for less than one-half of 1 percent 
of national farm income, and yet has cost the taxpayers more than 
$100 million. 

There has been extensive publicity and discussion of the burder 
which the Government’s butter program has placed upon the tax- 
payers. The tremendous stocks of butter held by the Commodity 
Credit Corporation have caused much criticism and comment. Not- 
withstanding this public awareness and interest in the butter price- 
support program, the peanut program has cost the taxpayers consider- 
ably more. The total cost to the Commodity Credit ne on 
butter from July 1, 1946, to January 31, 1954, was $61,522,192 in 
contrast to $101,241,619 on peanuts. There were no eeu on either 
butter or peanuts prior to 1946. 

The large stocks of Government-owned dried milk and cheese have 
also received their share of attention but again the losses on these 
programs have been far less than on peanuts. The cost of the dried 
milk program from July 1, 1946, to January 31, 1954, has been 
$80,641,820 while the losses on cheese during the same period have 
been only $28,717,538. It is recognized that when the large stocks 
which are now held of butter, dried milk and cheese are disposed of 
the losses on these commodities may be increased thereby. Never- 
theless, as of January 31, 1954, ace -ording to the official report of the 
Commodity Credit Corporation, the losses on the peanut program 
have been considerably greater than on either butter, dried milk or 
cheese. 

Present peanut program unsound: Now, I should like to discuss 
several aspects of the peanut situation today, including production, 
acreage, yield per acre, prices, sales, stocks, usage, and per capita 
consumption. During this statement I shall make reference to certain 
tables, which are attached hereto. The statistics contained in these 
tables were taken from Government reports or were furnished by the 
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Fats and Oils Branch of the Department of Agriculture, whose 
officials were most cooperative in this connection. Some of these 
tables furnish data beginning with the year 1931, and the preceding 
10-year average in some cases, because the price support program 
commenced in 1933; and it was thought desirable where possible to 
observe the situation just prior to the beginning of the price support 
program and for each subsequent year. Some other tables commence 
with later years because adequate data was not available for earlier 
years. 

Acreage reduction increase yield per acre—but not proportionate 
decrease in crop: Peanut production in 1953 of 1,574,250,000 pounds 
showed a slight increase over the 1952 production of 1,371,600,000 
pounds, although the 1953 figure is only approximately two-thirds 
of the United States all-time high in 1948 of 2,335,840,000 pounds 
Also, the 1953 acreage of 1,538,000 acres is less than one-half the all- 
time high acreage reached in 1947 of 3,377,000 acres, and considerably 
less than the 5-year—1936—40—prewar average. Thus, although 
the number of acres has been cut under Government order by 50 
percent, actually the amount of production was reduced only anon 
30 percent. This is because the average yield per acre increased i 
1947 from 646 pounds to 1,024 pounds in 1953. Table I sliemabid 
hereto indicates the annual acreage, yield per acre, and production 
from 1930 through 1953. This table indicates how the planned 
economy of limiting acreage in recent years has failed to limit pro- 
duction as planned because of a substantial increase in the yield per 
acre. 

High support program unduly increases prices: Table II] shows 
the average price per pound received by United States farmers from 
the year 1930 to 1953. Table = indicates peanut prices f. 0. b 
shipping points a Virginia’s No. 1, Southwest Spanish No. 1, South- 
east Spanish No. 1, and Semtionst Runners No. 1, for the years 1930 
to 1953. From oe II it can be seen that the average price received 
by farmers in 1952 and 1953 was more than 6 times the price received 
in 1931; almost 4 times the price received in 1933 at the inception 
of the price-support program; and more than 3 times the price pre- 
vailing in 1940. ‘Table III tells about the same story. 

Obviously, no one wants to return to the depression period of the 
early 1930’s, but one way to avoid such a catastrophe is to stop 
inflation and to eliminate those Government policies which are 
unsound. 

Restrictive program reduces farm income: Table IV shows the 
farm value of peanuts picked and threshed each year from 1929 to 
1952. It is a story of-declining sales in recent years in spite of high 
prices and relatively high production. For 1950, farmers’ sales 
amounted to $222,052,000, whereas in 1952 they had dropped to 
$140,249, 000. 

Increased stocks represent another danger signal: Table V indicates 
peanut stocks from 1938 to 1953, which stocks have been increasing 
continually for the past 5 years, and the stocks on hand as of August 1, 
1953—the latest date for which statistics are available—were 
424,947,000 pounds, the highest ever, of which the Commodity Credit 
Corporation was holding over 165 million pounds. 

Per capita consumption of peanuts down: Table VI shows the 
amount of shelled peanuts used by the edible trade, including peanut 
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candy, salted peanuts, and peanut butter. You will note that whereas 
peanut usage by the candy industry increased 1 million pounds in 
1951 over 1950, and another 1 million pounds in 1952 over 1951, that 
1952 consumption of 120 million pounds was 6 million pounds less 
than the 1949 consumption of 126 million pounds 

Furthermore, the 120-million-pound 1952 consumption was 53 
million pounds below the 173 million pounds used in 1944. Thus 
usage of peanuts by the confectionery industry is down almost one- 
third since 1944 and down 6 million pounds since 1949 

In addition, the confectionery industry uses a smaller percentage 
of peanuts consumed by the edible trade than formerly. I shall not 
discuss in detail the peanut situation as it pertains to the peanut 
butter and salted peanut industries, because representatives of those 
industries may supply that information. I do wish to observe that 
the trend of peanut usage in edible products is down appreciably 
from 738 million pounds in 1944 to 564 million pounds in 1952, a 
large decrease. 

Your attention is invited to a publication entitled “Peanuts and 
Their Uses for Food’’ published as Marketing Research Report No. 
16, by the Bureau of Agricultural Economics of the Department of 
Agruculture in 1952. On page 4 of this publication it is stated that 
the increase in peanut sales during the war 
is believed to reflect mainly the substitution of peanut products for other foods in 
short supply, such as butter, cheese, sandwich meats, jams and jellies, candy and 
imported nuts. 

Assuming, without deciding, that this statement is correct, it is 
our contention that the usage of peanuts would have remained high, 
had they been marketed in post-war years at a price which represented 
a good value to the public. Without in any way discussing the 
relative merits of butter and oleomargarine, relatively few Americans 
consumed oleomargarine prior to the war, at which time large quanti- 
ties were consumed because butter was not available. 

Since the war, however, millions of Americans have not reverted 
to the use of butter, but instead have continued to use oleomargarine, 
because it represented a good value. If and when butter is reduced in 
price, even though still higher than oleomargarine, undoubtedly many 
Americans will switch back to butter. This is the best illustration | 
know to stress our point that peanut consumption may be increased 
when the price becomes reasonable. 

The per capita consumption of peanuts in the United States was 
2.8 pounds in 1920 to 1921. From 1942 to 1946 per capita consump- 
tion averaged 6 pounds, but in 1949 to 1950 commercial consumption 
per capita for food uses was down to 4 pounds, according to the 
publication on peanuts cited previously. 

Peanut prices higher than other farm products: The above-men- 
tioned Government publication, which attributes decreased commer- 
cial consumption to a return of many items not available during the 
war, states on page 3: 

The major competitor of peanut candy is other ‘“‘soft-center’’ candy bars 
Since the end of World War II, the price of peanuts has risen more rapidly than 
the average price of the ingredients that are used in soft fillings 


The same publication on page 5 states: 


In 1936-40, the season average price received by farmers for peanuts was 3.5 
cents a pound, compared with 2 cents a pound received by farmers for popcorn. 
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In 1948-50, the price received by farmers for peanuts was 10.6 cents a pound, 
compared with 4.1 cents a pound received for popcorn. Thus, between the two 
periods, the price of peanuts tripled and the price of popcorn doubled. The 
effect of such changes on retail prices, for which no data are available, would 
depend a great deal upon relative processing and marketing charges. 

In our opinion these statements of the Bureau of Agricultural 
Economics of the Department of Agriculture go a long way to explain- 
ing the present costly peanut program, w hich is helping neither the 
farmer nor the end user. It is very clear that peanuts are in competi- 
tion with other ingredients for use in the candy bar, as well as in 
competition with the end product of popcorn. Peanut prices have 
risen more than prices for popcorn and other farm products. There- 
fore, why should we be amazed that the peanut farmers are selling 
less peanuts. 

A favored thesis which has been advanced on pages 3 and 4 of the 
previously cited publication, as well as advocated elsewhere by pro- 
ponents of 90 percent price support, is that the demand for peanuts 
is relatively inelastic. By this they mean that users will buy approxi- 
mately the same amount of peanuts irrespective of the price. The 
difficult question in connection with this theory is that it is not 
supported by the facts, which facts clearly show that peanut high 
prices have cost the farmers millions of pounds annually in sales. A 
highly significant statement is believed to be found on page 21 of the 
publication, which states: 

In summary, the peanut program appears to be an effective method of increasing 
both gross and net returns to growers, at least in the short run. In the longer rur 
higher prices obtained for peanuts and peanut products may result in increased 
competition from substitute items. This appears to have taken vlace in the cass 
of imported cashews and perhaps to a lesser extent for certain other items. Such 
effects would reduce in part the short-run gains from the program. 

This seems to us to be a frank admission by the Department of 
Agriculture that peanuts have been priced out of the market 

What does all of this mean? Now, briefly, let’s summarize the 
salient facts heretofore presented in an attempt to completely under- 
stand their significance. The situation is this: Stocks are at an all- 
time high; prices are near the alltime peak; acreage, a!though dras- 
tically reduced, has not resulted in a proportions ute reduction in pro- 
duction because of increased acreage yield; sales are down; per capita 
consumption is down; and usage also has been reduced. What does a 
good businessman do when his stocks are high, his prices are high, his 
production is relatively high, and his sales are down? 

Sound economics dictate only one answer—the price must be too 
high—so reduce the price. The present peanut program is an attempt 
by our Government to legislate contrary to basic, natural, fundamen- 
tal, economic laws, which cannot be done. The program is the equiva- 
lent of Congress enacting a measure repealing the law of supply and 
demand. 

The confectionery industry makes many types of candy, including 
bars, bulk goods, package goods, and specialties. The great pre- 
ponderance of candy sold in which peanuts are used are 5-cent candy 
bars. Manufacturers of bars are geared to the coinage of the realm. 
Unless we can buy peanuts and other ingredients at a price which will 
enable us to sell a 5-cent candy bar, which will represent a good value, 
we cannot help the farmer increase the demand for his aoe. Con- 
sumer sales rather than a permanent handout from the Government 
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is, we believe, the objective and long-range goal of the farmer as well 
as the public. 

Peanut candies are very popular with the public when a good value 
is offered. We are convinced we would use much greater quantities 
of peanuts if they could be purchased at a lower price. This would 
not only help us, but it would help the American farmer. If we work 
together, we both will be prosperous. If not, neither will benefit. 

Recommendations: The National Confectioners’ Association recom- 
mends that Congress adopt the following agricultural program with 
respect to peanuts: 

(1) Eliminate peanuts from the list of so-called basic commodities. 

(2) Terminate the existing mandatory 90 percent price support for 
peanuts beginning January 1, 1955, and provide for price support of 
peanuts on a flexible scale at 75 to 90 percent of parity, in accord- 
ance with the recommendations of the President of the United States, 
the Secretary of Agriculture, and as provided for in 5. 3052. 

The CuHarrMAN. Are there any further questions at this time of 
Mr. Scully? 

As there seems to be no further questions, we will insert the tele- 
grams in the record at this point. 

(The telegrams referred to are as follows:) 


[Telegrams] 


Cuicaco, Lu 
CHARLES SCULLY, 
Care, National Confectioners Association, 
Washington, D. C 

Retel. Just happened to be in Chic..go todsy. Impossible to give you figures 
of pe.nut us ge our business prior to 1942 : do destroyed records. 1942, 
1943, 1944, used &pproxim tely 70 to ‘ 32.7 er y J 1951, 1 
approxim.tely 8 cars per year. 


CHARLES F. ScuLty, 
Care, National Confectioners Association: 

Reports rece ived indiecs.te W illismson us 

pes.k of 15 million pounds 1944, with s.ver 

crensed to 7,990,009 in 1952 and 7,79 

st .tement th..t us ge in 1938 

about 12,000 pounds, due to fe 

the morket. Bob MeCorm:, 

peanut esndy items in which 

when obt..ined. Commerce Depsrtm 

1942, 192 million pounds; 1943, 2 

compsred with Agriculture Dep 


y 


The CHAIRMAN. We will now recess the hearing until 
when we will hear the two remaiaine witnesses. 

(Whereupon, at 12:40 p. m., the committee recessed, to reconvene 
at 2 p. m.) 


AFTERNOON SESSION 


The CuHarrMaNn. The committee will come to order. The first 
witness this afternoon is J. LL. Rosefield, who appears on behalf of the 
Peanut Butter Manufacturers Association. 
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STATEMENT OF J. L, ROSEFIELD, ROSEFIELD PACKING CO., ALA- 
MEDA, CALIF., REPRESENTING THE PEANUT BUTTER MANU- 
FACTURERS ASSOCIATION 


Mr. Roserietp. Mr. Chairman and members of this committee, 
my name is J. I.. Rosefield. Iam president of Rosefield Packing Co., 
manufacturers of ‘Skippy Peanut Butter.’”’ [ also appear as chairman 
of the Washington Affairs Committee of the Peanut Butter Manu- 
facturers Association. 

[ think all of you know that manufacturers of peanut butter use a 
little over half of all the edible peanuts consumed in this country. 
We are proud of and have faith in our industry, if our efforts are not 
hamstrung with continued excessively high prices. 

While I have introduced myself as representing industry, I want to 
make it clear at this time that these remarks are not so slanted. | | 
think it is high time that someone talked for the consumer, which 
means all of us. 

Others who have or will appear before you will have given you 
statistics and data showing conclusively the fallacy and weaknesses 
of the present agriculture support program as it has been applied to 
peanuts. With this in mind, I believe that a repetition of these 
figures would be a waste of your time. 

Perhaps you will not like, and may even resent, what I am going 
to say, but please realize that I am sincere and am fighting for ‘what 
I think is in the best interest of our country. It is my belief that any 
thinking, disinterested person must concede that peanuts should never 
have been named as 1 of the 6 basic agriculture commodities and that 
there can be little, if any, justification for retaining them in that 
category. 

It has been shown that peanuts account for less than one-half of 1 
percent of national farm income, so that they are not of sufficient 
value to the farm group to warrant their being classed as basic. Also, 
this country could exist if we never grew another peanut. Peanuts 
are not storable in the same sense as are the other five basic commod- 
ities. Largely because of this fact, maintaining peanuts as a basic 
commodity has cost the taxpayers out of all proportion to their value 
in our economy. 

| have heard it stated that peanuts were made basic as a political 
expedient. Regardless of whether such a statement is factual or not, 
it is a fact that there is no sound basis for maintaining them in that 
category any longer. Certainly peanuts could be discontinued as a 
basic commodity without having any serious effect on the support 
program asa whole. In fact, the elimination of this costly and weak 
element should strengthen the entire support program. 

Another injustice to the industry was the use of the 1909-14 base 
period for figuring parity. These dates are entirely unrealistic and 
have all but priced peanuts out of the edible market. I believe that 
the original conception of the agriculture support program was to 
give the farmer the assurance that such mechanism would protect 
him against disaster. I do not believe it was ever intended to become, 
as it has, a guaranty to him of high profits. 

May I also say at this time that unfortunately it appears that most 
of these peanut programs seem to be predicated on satisfactory returns 
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to the inefficient, marginal grower, which automatically makes for 
prohibitive cost and gives efficient growers excessive profits. 

Now, I have the greatest respect and admiration for our farmers, 
just as I have for all the other segments of our economy. They, the 
farmers, have been the very backbone of our independence and growth. 
Unfortunately, however, some of their leaders do not truly represent 
them, but use their leadershiy p for purely selfish an s. I think I 
can substantiate this accusation &. calling your attention to the fact 
that they have at all times urged farmers to vote for acreage controls, 
and on the other hand advised increased fertilization and closer plant- 
ing to defeat such controls. 

Furthermore, some of these leaders have fought for concessions that 
had only one purpose in mind, and that was to raise the cost of the 
finished product. Other practices for which they have fought have 
been greater tolerances of moisture and damaged peanuts in Govern- 
ment standards and the planting of unpopular types of peanuts. 
They have also opposed the allocation of sufficient acreage to areas 
and types of peanuts that would be in the best interest of our country 
and the peanut industry. 

There is one thing I left out and I think I would like to inject it in 
here. My entire remarks are relative to peanuts. I think I know 
something about peanuts and the peanut program, and only in that 
regard am I commenting on the agriculture support program and the 
resultant loss. 

As a result of peanuts being classed as basic, the Department of 
Agriculture has\desperately tried over a period of years to formulate 
programs that would be workable. In almost every instance some 
unscrupulous individuals have found ways to profit by unforeseen 
loopholes. 

Practically all peanut cooperator associations are now saying that 
last year’s program was good and are urging its retention for the next 
crop. They do not point out that they are trying to hi gh pressure 


growers into diverting their peanuts from normal channels by putting 


them under loans. In some instances they have started 
plants and are doing everything in their power to hold peanuts off the 
market, thus forcing up the selling price even higher than support 
price. One could be sympathetic to these objectives if they were 
being made by disinterested parties who could properly evaluate 
such action, and if peanuts were not already so costly as to have 
seriously interfered with their acceptance as a food product 

Before leaving these several conditions which are working against 
the long-range best interest of all the peanut industry, I want to cover 
a few more points. 

I stated earlier that peanuts are not storable in the full sense os the 
word. Once peanuts get into the hands of Commodity Credit 
Corporation, they cannot get back into edible channels except at 105 
percent of support price, plus c arrying charges. Because the support 
price is already too high, the edible trade rarely finds it possible to 
buy these peanuts back under those conditions. 

What generally happens is that the peanuts after remaining in 
storage over a crop year become unfit for human consumption and 
are then sold at substantial losses for oil crushing or export. I am 
quite sure that the general public, if it knew these facts, would take a 
dim view of Government having to subsidize peanuts at high support 
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prices and then taking heavy losses, as they were forced to do on 
potatoes, butter and other commodities. 

I make bold to say that the only possible excuse for retainin 
peanuts as a basic commodity is political expediency. Certainly 
nothing that has occurred so far from an economical standpoint can 
justify their being so retained. 

I will now turn to other alternatives that would help restore peanuts 
to their rightful place in the food field. I think all of yon know that 
peanuts cannot normally be profitably grown in this country for oil 
crushing or any other than edible purposes. All of us admit that th 
grower is entitled to some measure of protection against conditions 
over which he has no control. and we all know he must be prosperous 
if our economy is to be sound. ‘This concept certainly does not con- 
cede his right to unlimited profits to his own eventual hurt. 

The Hope-Aiken bill is the best a bipartisan Congress could come 
up with. Our great, courageous, and trusted President, as well as 
our capable Secretary of Agriculture, is in favor of allowing this act 
to become effective January 1, 1955. Certainly the slight flexible 
prices that would come into being as regards peanuts “would not 
seriously affect the farmer. It would give the edible industry the feel 
ing that peanuts would not be pushed into prohibitively high ground. 

In the last 10 years, my company and a few others have spent 
many millions of dollars trying to educate the consumer to the value 
of peanuts as a food worthy of their use. With the constant threat 
of being priced out of the market, we cannot continue any worth- 
while plan of development. All students of merchandising realize 
that real, lasting success can only be had when certain factors are 
present. Among these are: 

1. Adequate supply: Not available under present support program 

account acreage controls and improper allocation of high ac reage on 
unwanted types. 
2. High quality raw material: Quality under constant threat be- 
cause of inadequacy of area allotted to needed types and the continual 
pressure by some grower and cooperative groups to have United States 
grades prostituted. 

3. A reasonable price that consumers will accept: The present 
support program has all but priced peanuts out of the market. 

4. Proper advertising: No firm can long afford to advertise a product 
which does not have all of these attributes. 

None of us want to hurt the grower nor do we want to ask this 
Congress or administration to enact legislation not in the best interest 
of the country as a whole. On the other hand, the preponderance of 
evidence clearly indicates that we must have a flexible price-support 
program or e Ise risk the wrath of the consumer and taxpayer. 

The manufacturers of peanut butter can prove that they were one 
of the main forces who popularized peanuts as a food product; that 
by their ingenuity, research, advertising efforts and business acumen, 
they have been largely responsible for the growth and success of this 
industry. All this was done with little or no help from Government 
or growers. 

It is a fact that my company alone has contributed more in cash, 
research, and advertising than have all Government agencies and 
farm groups combined. I personally have spent many thousands of 
dollars of my company’s time and money trying to correct situations, 
laws, and rulings that were not in the best interest of our industry. 
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If it were possible for this committee and/or the Department of 
Agriculture to correct all of the inequities that now exist in the peanut 
program, we could revivify our industry overnight and prove what 
private enterprise can achieve without Government aid. The best 
we can hope for is a slow retreat from rigid high ipport prices and a 
gradual reappraisal and correction of improper la 
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| beg of you to be courageous Stand Saale or our atl 
and so not delay any longer the application of the Fiat Aiken bill. 
It surely is mildly corrective and in the long run is in the best interest 
of all of us, including the grower. 

The CuHarrman. Thank you, Mr. Rosefield. 

Mr. Roserreip. I just wrote out in longhand while I was sitting 
here a few lines that 1 would like to inject. In looking over my 
statement, I found that I have left out several suggestions. My 
understanding of the laws as they are now on the statute books are 
that modernized parity becomes effective January 1, 1955, with 90 
percent of same effective until January 1, 1956, on peanuts. This 
is only on peanuts that I am speaking 

It is my understanding that after January 1, 1956, support price 
on peanuts will range from 75 to 90 percent of parity, according to 
carryover, and the size of the prospective crop, according to a formula 
now in being. My suggestion, if the above statements are factual, 
is that after the new modernized parity becomes effective January l. 
1955, that reduction in parity base start with the year beginning 
January 1, 1956, and at the rate of 5 percent a year thereafter for a 
period of 3 years. This will prevent any violent price fluctuation to 
the farmer on peanuts and should prove to him that we who utilize 
his product are sincerely interested in his welfare. 

When I speak of the danger of pricing ourselves out of the market 
do not overlook the fact that high prices encourage substitutions 
such as margarine for butter, vegetable oil instead of butterfat in the 
manufacture of ice cream. I predict that if coffee is ret ained at its 
present high level, someone is going to bring out a satisfactory sub- 
stitute for instant coffee and then listen to the coffee countries howl. 

Let us not force into being a substitute for peanut butter. We in 
the industry are satisfied that we can, if given slightly lower prices 
and proper st ipplies, increase the per capita consumption of peanut 
butter and aid the farmer by increasing his income while slightly 
lowering his per ton take on continued reduced acreage 

Do not forget that unlike bread, peanut butter uses 115 percent of 
peanuts for every pound of finished product on account of shrink: age, 
moisture loss, and so forth. What we are fighting is the constant 
pressure of ever increasing prices of shelled peanuts, as shown on 
charts alre ady SI ipplied to you. 

I do want to thank y you for being allowed to inject these added 
remarks. 

The CuarrMan. Is there an overall shortage in peanuts today, or is 
there a shortage in the varieties that candy manufacturers use? 

Mr. Rosertetp. You have said it. It is on the types of peanuts 
that are really good for edible trade. 

The CuHarrmMan. You claim then that when they get a flat support 
price, that they will grow what they can make the most on and disre- 
gard quality? 

Mr. Roserievp. That is exactly what is happening 


l 
is 
} 
iN 


? 
e 





604 GENERAL FARM PROGRAM 


The CnarrmMan. That is happening in some other crops, too. As 
a matter of fact, there is a distinct shortage in wheat for the manu- 
facture of macaroni 

Mr. Rosrrietp. Durham wheat is practically out of the picture, 
I guess. 

The CrarrMan. It pays better to raise some other quality of wheat 

Thank you, Mr. Rosefield. 

We have one more witness left for today, and that is Mr. A. Lee 
Towson, Jr., president of the Vegetable Growers Association of 
America. 


STATEMENT OF A. LEE TOWSON, PRESIDENT, VEGETABLE 
GROWERS ASSOCIATION OF AMERICA, BRIDGETON, N. J. 


Mr. Towson. I am Lee Towson, president of the Vegetable Growers 
Association of America. This association welcomes this opportunity 
to present its views concerning present farm legislation which is under 
consideration. 

This 45-year-old association represents the vegetable-growing 
industry in 27 of the major vegetable-growing States. There are 
100,000 growers having as their principal source of income the pro- 
duction of vegetables. Our association is the only national vegetable- 
growers association. It is exclusively a growers organization repre- 
senting growers such as James D. Swan, of Delavan, Wis., who farms 
1,000 acres; Milton Mueller, of Chesterfield, Mo., farming less than 
50 acres; hothouse grower O. Keith Owen, of the Davis Co., in Terre 
Haute, Ind., growing 35 acres under glass; and Curtis Cook, of East 
Schaaf Road, Cleveland, Ohio, who has 3 acres under glass. 

Our policies are formulated by delegates at our annual convention 
These delegates are elected by State and local associations who are 
affiliated with and are members of the Vegetable Growers Association 
of America. 

We who are engaged and interested in agriculture must recognize 
that agriculture’s purpose and reason for existence as a part of our 
Nation’s economy is to produce with God’s help sufficient food, fiber, 
and other agricultural products to meet the needs of our Nation and 
what we can profitably supply for export trade. In serving this 
essential ona ‘tion in our Nation’s economy we must necessarily 
produce a slight amount in excess of our needs so that our citizens do 
not want. Our average net income must certainly have the oppor- 
tunity to be on a parity with other groups who are serving equally 
important functions in our economy. If this relationship becomes 
seriously unbalanced, agriculture would be unable to purchase others’ 
services or the products thereof. 

Let us consider the results gained by previous legislation of which 
S. 3052 is an amendment. Conside ring title I, the vegetable growers 
are concerned with tremendous surplus stockpiles of basic commodities 
for four reasons. 

First, we are a segment of agriculture; therefore the results of the 
political management of agricultural problems is reflected through 
public opinion on our industry. 

Second, we are concerned about the total dollar figure invested in 
such programs and the great potential for waste. 
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Third, if disposal of these set-aside quantities is impropt erly handled 
in foreign tré ade, many now friendly re lati ons could be badly strained. 
The vegeti able growers Cc he rish our re tionship W th our ne i¢hbors in 
( Yanada. Canada is the vege tie cides industry’s best customer 
in export trade. aaa do not wish to bear the bru f retaliatory 
restrictions resulti oh 
set-aside Sahota.” 

Fourth, these tremendous stockpiles are to a ger 
this is not moved carefully, it will replace quant 
for consumption which have been produced by 
agriculture which has remained free of Government 
price support programs. ‘The vegetable-growing 
be a part of this unsupported segment of agriculture 

We wish to make these statements in considering the extension of 
the level of price support for producers of any basic agricultural com- 
modity at 90 percent of parity. The meaning of parity is equality in 
purchasing power. In agriculture producers shall have the opportun- 
ity to trade their production for the products which they need on an 
equal basis. Vegetable growers are for parity. It would be political 
dynamite for many of you gentlemen to say you are not for parity. 
Parity has become a symbol of equality between agriculture and the 
remainder of the Nation’s economy. We in agriculture trade between 
ourselves as well as with others so that parity should begin at heten 

Let me repeat for emphasis, the vegetable growers are for parity. 


We are not, however, for 100 percent of parity, or any other percent 


of parity as now formulated. There is a great difference; the prese nt 
formulation of parity is an economic fallacy. Therefore, uw ntil all of 
us get an honest tool with which to work, our « ffort: 3 are an extension 
of trouble on an peerees basis. Let me back up this statement by 
referring to the Agriculture Information Bulletin No. 116 entitled 

“Farm Costs nt ‘Re turns, 1952,” prepared by the Bureau of Agri- 


cultural Economics. 

I refer to page 3, table 1 which in the last 3 columns gives returns 
per hour to operator and family from 1947 to 1949, 1951 and 1952 
The cash grain farmer in the Corn Belt received $2.29 per hour in 
1952; the Wisconsin dairy farmer, $0.71 to $0.74; the Kentucky 
tobacco farmer, $0.93; the spring wheat-small grain grower of North 
Dakota, $0.49: the winter wheat farmer of the Pacific Northwest, 
$3.67; the cotton farmer on Southern Piedmont of North and South 
Carolina, Georgia, and Alabama, $0.24; the high plains in Texas 
irrigated—cotton farm, $3.18. 

(The table referred to above is as follows:) 
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Mr. Towson. These are a few examples. There are many others 
under study. It will be interesting to learn what the returns are to 
the winter wheat farmer of Kansas. The present program guarantees 
$2.20 per bushel against a cost of $0.80, or a profit of 175 percent 
The potential return per hour of labor to the Kansas wheat farmer 
should be considerable. No wonder the Piedmont grower of cotton 
demands 90 or 100 percent of parity; his returns are only $0.24 per 
hour. No wonder the Wisconsin dairy farmer is sorely pressed by the 
reduction of support prices on butter; he is only earning 71 to 74 cents 
per hour. Any speculators operating in agric — would be foolish 
if they did not operate in the Kansas winter wheat area, the Pacific 
Northwest winter wheat and the high plains of Te Xas aie farms 

[t is possible to conclude the reason why dairy farmers of Wisconsin 
and the Northeast cannot compete for the housewives’ butter dollars 
is because they have to trade with the Pacific Northwest, ons 
wheat grower, or the cash grain grower in the Corn Belt for their feed 
I am sure that returns per hour of labor having a difference of ap to 
700 percent has some influence 

Can these different producers buy the same kind of tractors, shirts, 
shoes, and so forth, at such varying rates as their return per hour of 
labor? Do these figures mean parity to you gentlemen? How can 
the Southern Piedmont cotton statesman support the Northwest 
wheat statesman on such results and say he is giving his constituents 
parity? How do North Dakota wheat grower Senators support the 
Kansas wheat growcr Senators on this program and say it is parity? 
How much more or less of the products of these areas would be 
produced at an ira parity? How much more or less of the pro- 
ducts of these areas would be consumed at a realistic parity? How 
much more or less of the products of these areas would be stored at a 
true parity? 

The Vegetable Growers Association is for true parity of 100 percent 
but wants no part of price supporting programs based on existing 
calculations of so-called parity, and operating with the support of the 
United States Treasury to the tune of billions of dollars as shown 
above. The Vegetable Growers Association is demanding a balanced 
budget. 

During the last 20 years the Congress dealing with cold cash 
figures has been able to balance we budget only three times. War 
has interfered seven times. So Congress has a batting average of 50 
perceat, 

Now you Senators are trying to provide parity by stabilizing 
effects of the law of s upply ¢ ind demand. No matter how sincere and 
honest your objectives may be, you are ultivating this field of parity 
and balance with a crooke sd stick. Legisl: sti vely speaking, the results 
are a poor job of farming. If you think | his field ne 
stop long enough, at le ast, until you are sup plied \ with a modern 

The vegets able erowers have never advocated cultivat 
pri 6 Support LO achieve | rity. I iStory shows 
ever succeeded in this for any length of time. 

We wish to call to your attention the greatest 
1955 for the vegetable ind istry aiverted acre 
growers believe that wg legislation to all 
should be a section under title 111. The follow 


and recommendation for this probelm. The 
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industry, with one noticeable exception—potatoes—has always bee 
balanced by the law of supply and demand without Government aid 
This balance is now seriously threatened by acreage being diverted 
from the production of our basic crops under acreage allotment 
programs. ‘These diverted acres can flood our markets with vege 
tables. If 1 percent of these 30 million diverted acres for 1954 should 
go into vegetables, we would have an increase of 10 percent in ou 
vegetable acreage—a disastrous surplus. 

In the American spirit of fair play, we vegetable growers insist that 
we should not be subjected to such subsidized competition. We ma 
courageously buck competitive forces of supply and demand, but w 
are not able to buck the United States Treasury. Let me explai 
further 

A cotton, wheat, or corn grower has to remove a possible 20 acres 
out of every hundred which he has in the production of these crops 
on the remaining 80 acres he is guaranteed a price for his product 
by support programs. Knowing what 80 percent of his market w 
be, he can afford to compete unfairly with those who are “paddlii 
their own canoes.” 

A report made by Mr. Billie Bryon, local REA manager and chai 
man, development committee, chamber of commerce, after a survé 
of intended vegetable plantings in Caddo County, Okla., reads as 
follows. This is new vegetable acreage on acres diverted from 
cotton and wheat under subsidized diversion: 

Crop 
Sweetpotatoes 


OOKTa 

Sweet corn 
Spinach 

String hear 
Black-eyed peas 


Tomatoes 


This diverted acreage is potential dynamite to the Americar 
vegetable grower and to the other 50 percent of our agricultural! 
economy that have been operating under the basic law of supply 
and demand. There must be a program for these diverted acres 
else our whole agricultural economy will be unbalanced. This situ- 
ation cannot be overstressed. The law of supply and demand 
which has regulated so well that half of our agriculture which is not 
producing under Government programs, will be swamped so that in 
another year those operating outside of agriculture programs will face 
bankruptcy or ask for Government supports. 

Let us dam the flood at its source before it can swamp more acres 
Let me repeat, we in the vegetable industry that we should not be 
subjected to the floodwaters of this subsidized diverted acreage. 

Section 311, under title III, should contain these principles: 

1. All acreage removed from the production of the basic crops under 
acreage allotments and which carry support prices greater than 60 
percent parity shall be diverted acres. 

2. The Secretary of Agriculture shall require that any production 
on these diverted acres must remain unharvested and ungrazed. 

3. The Secretary of Agriculture shall determine on a regional or 
State basis the soil fertility bank building practices most applicable 
to the area for these diverted acres. 
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4. Unless the use of these diverted acres complies fully with the 
practices as determined by the Secretary of Agriculture the grower 
will become ineligibie for price support on basic crops placed under 
acreage allotments and for any other payments under the agricultural 
conservation program. 

Marketing agreements: Basically speaking, marketing agreements 
in the vegetable industry must be controlled and administered by 
producers. Very unfortunate experiences have resulted from bureau- 
cratic domination of these agreements. Any marketing agreement 
which includes processed vegetables should have processors and pro- 
ducers on the administrative committee. We would like to submit 
additional and more complete recommendations at a further date on 
this subject. 

Soil conservation payments should not be used on diverted acres 
Government funds to the tune of billions of dollars have already been 
placed in producers’ hands under price-support programs. The levels 
of support are determined by the present formulation of parity which 
is an economic fallacy. It is inconceivable that Government will heap 
another payment on producers for these diverted acres at the tax- 
payers’ expense. Let us have true parity first. 

We wish to make these general conclusions. We must produce 
what the consumers want and market it when and as they want it 
This must be a fundamental for all of agriculture. No other business 
enterprise can survive without this fundamental. We are in Wash- 
ington where the word ‘‘vote’’ means power. In America the con- 
sumers are powerful; with their dollars they vote for some products. 
Some products are not elected and fall by the wayside. These votes 
can be influenced through promotion campaigns, advertising, and so 
forth. J am sure we can all agree that we would not change our free 
consumer choice economy. ‘The consumer is sovereign. 

Consumer tax dollars should certainly not encourage the production 
of produce for which there is no consumer demand or votes. It 
certainly would be folly for our segment of agriculture to keep on 
producing and marketing fresh vegetables as it was done 20 years ago 
when the consumer now wants the fresh vegetables marketed in a 
different manner and increased amounts of canned and frozen. We 
in the vegetable growing industry each day thank our lucky stars our 
leadership never encouraged us to produce except for the needs of our 
consumers. 

We are now spending one-half million dollars a day for storage fees 
for billions of dollars’ worth of unneeded consumer goods. The list 
of producers is getting larger each day of those only producing for 
Government purchase at unrealistic high supports. If the vegetable 
industry had been guided accordingly, the stink of rotting vegetables 
would already have reached the taxpayers’ noses worse than that of 
potatoes. Beware! We are storing other products in large quan- 
tities produced under a fictitious parity which may have a similar 
ending. We in the vegetable industry want no part in contributing 
to these burdensome holdings 

It has been said that with public opinion anything could be ac- 
complished, but that without it nothing should be attempted. We 
in agriculture represent 15 percent of the voters in this country, a 
small minority. 
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Our production efforts are not realized until the consumers cas 
their votes at the cash register with their dollars. Look at our parit 
record. Let us have the fortitude to correct our mistakes. Do not, 
through political farm management, ruin those who seek to remain fr 
of Government programs. Consumers with dollars to spend for food 
and necessities will support a free agriculture. Consumers will vot 
at the election polls, too. These truths must be a vital factor in ou 
agricultural program. 

| think our considerations of these farm problems should have a 
comparable position of a fellow who has a stomach ache, and I think 
that our considerations so far have been how to cure the stomach ach 
and that we have not gone into the basic fact that a country doctor 
would say, ‘‘Well, what is causing our stomach aches?’ 

[ maintain our basic way of figuring parity is wrong. It does not 
take into consideration the technological advances that come over 
our industry, and it is causing a tremendous difference in earning 
and therefore purchasing, power of the farmers. It is not any parity 
as far as purchasing power goes, which is what par ity is. 

I think if there is some way we can get that down to a sound, real 
basis, a lot of these things will vanish. I sincerely hope that the 
committee will give consideration to our recommendation. 

The CHarrMan. What do you hear of the prospect of planting 
diverted acres to vegetables? Are they so located that they can do 
it to advantage? 

Mr. Towson. Even in this report you will find, on page 5, from 
out in a part of the country that is not a vegetable area actually 
they strictly should not be growing vegetables out there because of 
their climatic conditions—that because of the local REA people 
wanting to sell power for irrigation pumps and the chamber of com- 
merce wanting to keep the income up, these fellows are pushing and 
promoting the planting of vegetables. It will probably be a disastrous 
result for them financially. 

The CHarrMan, It will be more disastrous for the people who plant 
vegetables on diverted acres than for the regular vegetable growers, 
will it not? 

Mr. Towson. That is right. They have no marketing facilities, 
and they write in and try to find out whether locker plants cannot 
freeze them. It is rather unfortunate; but this debated acreage prob- 
lem, I think, is our most important problem, not only for vegetables 
but for the whole industry. Actually 56 percent of agricultural income 
is not under price-support programs. 

The CHarrMan. It is very evident that if you are going to support 
4, 5, or 6 crops at a high fixed level, you have got to control the acreage 
that they are planting in peacetime. We have been bailed out by 
war and we do not want to be bailed out that way again. It is also 
equally evident that if we regulate the acreage for a half a dozen crops, 
there is no stopping until you have gone through the entire agricul- 
tural field as far as I can see, 

Mr. Towson. Some of the testimony this morning had to do with 
the wonderful supply of hay we have had in this country this last 
summer. But if you will notice, hay is an unsupported crop. That 
surplus of hay was brought into these drought areas and was not there 
because of price supports. 
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The CuatrrMan. That is right. Considerable significance should 
be attached to the fact that, with the exception of rice, the high sup- 
ported crops bring less money than the nonsupported crops today. 

Mr. Towson. Yes. Generally speaking, the consumption of 
supported crops is going down per capita. 

The Cuarrman. Wheat is going down steadily; the dairy products 
are dropping steadily; cotton is dropping on a per capita basis. 
According to the witness just heard, peanuts are dropping in per 
capita consumption. ‘That leaves only corn; and 80 percent or more 
of that is marketed in the form of animal proteins. So the high 
supported crops are not only bringing less money today, a smaller 
percentage of parity than the nonsupported crops, but the per capita 
consumption of most of them is dropping. 

Mr. Towson. That is why I think we need the country doctor to 
make a diagnosis to find out what our unbalanced diet is. 

The CHarrman. I find it difficult to get people to understand— 
speaking of reduced acreage in return for high supports—why 100 
percent of a crop times 75 percent price makes more money than 
75 percent of the crop at 100 percent price. But a few years ago the 
Department of Agriculture took a model wheat farm in the West, 
I think of 640 acres; and they worked that out and found that at 
75 percent of a price multiplied by a full production, the farm yielded 
several hundred dollars more net income than the same farm would 
with 75 percent of the acreage planted and 100 percent parity price 
received for it. 

The reason, of course, is that as you reduce the production, the cost 
of producing each unit rises because such a large part of farming costs 
are now involved in fixed costs which cannot be reduced, regardless of 
the output. 

Mr. Towson. This diverted acreage is a thing . eannot over- 
emphasize because the intended plantings this year are up. These 
fellows are going to plant something on these acres that they can 
market if it is not restricted. 

The Cuarrman. I think when they find what it costs to pack and 
market and transport those products, some of them are going to have 
a big disillusionment coming. 

Mr. Towson. The trouble is the unfairness, seemingly, of it. The 
supported on one hand will be competing with the fellows who have 
been paddling their own canoes right along. You are going to have 
potential flood not only in vegetables but in all of these other supported 
commodities. 

The CuatrMan. We thank you. We will adjourn the hearings until 
Friday morning, when we have Murray D. Lincoln, president of the 
Cooperative League of the United States of America; D. Howard 
Doane, representing the United States Chamber of Commerce, and 
others. 

(Thereupon, at 2:45 p. m., the committee adjourned until Friday 
morning, 10 a. m., March 26, 1954.) 


Lois 
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STATEMENT Fitep By M. M. Rosten, New York, N 


SYNTHETIC RUBBER FROM SURPLUS GRAIN 


In the President’s message of January 11, 1954, to Congress on the farm pro- 
gram, the following statement was made with respect to the present agricultural] 
situation: 

‘The urgency in this situation may be illustrated by a few basic facts. During 
the last year, the investment of the Commodity Credit Corporation in farm 
commodities more than doubled, increasing by about $2,500 million. As a result, 
the financial obligations of the corporation are pressing hard against the $6,750 
million limitation on its borrowing authority. 

“In order to assure that present price-support commitments on 1953 and 1954 
crops will be covered, I shall request the Congress to take early action to restore 
the corporation’s capital losses as of June 30, 1953, and to increase its borrowing 
authority to $8,500 million, effective July 1, 1954. 

‘The Government’s commodity holdings are enormous. It has investment 
in more than $2 billion worth of wheat alone. This includes 440 million bushels 
owned outright About 400 million additional bushels are under loan, the greater 
share of which the Government can expect to acquire. This is more than the 
domestic wheat requirements of the entire nation for a full year.’ 

The message recommends that 

“* * * authority be provided to set aside reserves up to the value of $2,500 
million from the stocks presently held by the Commodity Credit Corporation 
Broad discretionary authority should be provided to manage these ‘frozet 
reserves. 

“* * * a substantial part of the present excessive wheat carryover be set aside 
as an emergency reserve and removed from the market.”’ 

Storage of excess grain does not solve the problem of surplusage, but postpones 
it and increases the cost of grain with the accumulation of storage charges 

At present there is also under consideration by the Administration a project 
to send abroad $1 billion worth of agricultural commodities, grain included, to feed 
undernourished peoples. 

Considering the chronic nature and tremendous size of the surplusage problem, 
none of the suggestions above can give a complete solution. Therefore, all 
possibilities for the disposal of grain surpluses should be investigated, and that 
suggestion adopted which will prove most practical and least costly to the tax- 
pavers. 

There exist in this country two large potential outlets for cheap grain: (a) Syn- 
thetic rubber, and (b) antiknock alcohol. 

The discussion below is limited to synthetic rubber. 

1. In 1953, 780,000 tons of synthetic rubber was used in this country and 550,000 
tons of natural rubber. During the war, in 1944, more than half of all synthetic 
rubber (449,000 long tons) was produced from alcohol. The total aleohol supply 
in 1944 was 598 million gallons, of which 330 million gallons was used for rubber. 
Grain alcohol plants produced 337.5 million gallons. The grain distilleries are 
operating at one-fifth of their capacity at present. 

These figures show that there exist production facilities for the production of 
300,000 tons of synthetic rubber annually, for which 200 million gallons of alcohol 
is necessary, obtained from 80 million bushels of grain. 

Eighty million bushels of wheat weigh 2,400,000 tons In contrast, the rubber 
produced from this weighs only 12.5 percent as much. Furthermore, rubber can 
be stored in any building where the temperature does not drop below 50° F., 
while grain, to protect against spoiling, should be stored in grain elevators, 
properly dried and ventilated, and requiring additional maintenance. The 
storage of wheat costs 19 cents per bushel per year, or $15 million on 80 million 
bushels. The cost of storing rubber produced from this grain is one-fifth of that 
figure 

While the consumption of grain per capita decreases, the rubber consumption 
is steadily increasing According to the Paley report, an additional 2 million 
tons of synthetic rubber production capacity would be necessary to meet 1975 
world rubber requirements 

2. A new additional outlet for 80 million bushels of grain can affect construc- 
tively the price of the remaining grain, keeping it near or above the parity level 
The outlet for this grain can be established if the price of al hol produced from 
it can compete with industrial alcohol obtained from mols or synthetically 
made from ethylene. 

3. From alcohol at 25 cents per gallon, butadiene can be produced for rubber 
and for other industrial uses at a price competitive with petroleum butadiene 
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To produce alcohol at 25 cents per 
50 cents per bushel. From | 

the actual cost of 1 gallon 20 cen 
for distillery profit and ship} 

by a credit from the fermentat 

By delivering grain at 50 cen 
would save 50 cents per bushe 
grain is delivered free to ov 
cial sacrifices co ild be reco. 

4. Processing 80 million bush 
mately 650,000 tons of dry distillers grains, rich in 
additional, very efficient feed could be instrumental ir 
cost of animal protein for human consumption. When wl 
gluten could be recovered for human consumption to fort 
its protein content 

5. From 200 million gallons of cheap alcohol, approximately 300.000 tons of 
synthetic rubber could be produced. If less rubber is required, part of thi 
alcohol could be used as antiknock alcohol, which, while improving the octans 
rating of gasoline, simultaneously decreases the air pollution hazard of the engine 
exhaust gases. Alcohol for rubber and as an antiknock agent are new uses for 
alcohol. This aleohol, tl erefore, does not compete with present aleohol uses. 
Production of this sort might be considered as pioneering in new fields. 

6. The original Government investment in alcoh utadiene plants is over 
$150 million. This investment and the standby expenses could be saved were 
the suggested program approved. 

7. Besides the grain surplus, we face a rising unemployment problem. The 
production of an additional 200 million gallons of alcohol and 300,000 tons of 
rubber will give permanent jobs to at least 50,000 men. 


1] 
il 


STATEMENT Fitep spy A. L. OsmuNpseN, A. L. OSMUNDSEN AND As 
MILWAUKEE, WIs. 


AGRICULTURAL PROGRAM TO STABILIZE OUR AGRICULTURAL AND INDUSTRIAL 
ECONOMY 


Basically our agricultural economy suffers from the need of a marketing pro- 
gram rather than from overproduction. Furthermore, creating abnormal scarci- 
ties drives farm commodity prices up which results in a greater marketing problem: 
and with no marketing program creates unnecessar\ rpl : 
Therefore, by increasi rm production to much higher levels and pro 
a marketing program to absorb all the producti our farmers can produce will 
result in lower farm commodity prices and increased consumption by our owr 
population. Our farmers will then enjoy greater profits and prosperity by mak- 
ing more actual dollars on 2 bushels of wheat or corn than they now make on 1 
and so on making more on 2 cans of cow’s milk than they are now making on 1 
even though the profit is more per can in a market of scarcit1 
Now, with the thought that ‘‘As the Farmers Prospers, so Prospers the Natior 
the farmer producing more needs more tractors, trucks, automobiles, refrigerat« 
radios, overalls, shoes, cotton and wool clothing. With this increased farn 
buying power, the industrial plants start selling their products to wl 
need more people and the people employed making more money need and 
afford more agricultural products because the production is high enough to keep 
prices low enough to cope with supply and demand. Employed people also pro- 
vide more buying power of manufactured goods, homes, ete 
This now is not the vicious circle of scarcity, but a growing spiral of higher 
production; and obviously by this process our farmers have found a natural 
normal market for their products. Then price supports and other subsidies are 
no longer a part of our economy and never should be. Also, with this program 
our farmers finally become independent free enterprise American citizens like any 
other American in industry or other business enterprise 
To start and perptuate the program, the following steps and projects will be 
necessary: 
(1) Remove at once all restrictions on acreage planting of farm crops 
(2) Encourage farmers to increase their production of all farm products. 
(a) By news releases through the Agricultural Department 
(b) County agents. 
(c) PMA Offices. 
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(3) Stop any further appropriations by Congress to buy surplus farm products. 
No further Government appropriations as such 

(4) Have Congress pass appropriation bill diverting twenty or thirty billions 
of dollars from war material for defense to the buying of agricultural products for 
defense. 

(a) Establish large stockpile inventories of farm products for defense « 
our own economy to cover necessities in case of war or drought shortages anx 
the like. 

(b) All these inventories should be stored in Government warehouses on 
a first-in-first-out basis, and the movement of all products based on the ele- 
ment of spoilage 1 seasons of new crops coming in. 

(5) Expand the program of marketing to where the United States will be the 
Nation’s largest single buyer of agricultural products. 

(6) Explore marketing potential of farm products to State, county, city, and 
all other relief agencies throughout our own United States to insure that none of 
our own are going without sufficient food. 

(a) This marketing phase may be on a sell or give basis to all institutions. 

(7) Develop a marketing program of agricultural products to foreign countries 
on a sell or give basis through our own United States Government warehouses 
strategically located in foreign countries as a defense measure similar to our 
present foreign airfield locations. 

(a) Logically, feeding our allies American farm products is as essential to 
defense as tanks, trucks, planes, and guns. Well-fed and well-clothed allies 
can better use war defense material than underfed weaklings, thus making it 
not so necessary for our fighting forces to do most of the fighting as in past 
wars. 

(8) Increased consumption of farm products by the United States Government 
in a well-planned marketing program together with increased buying by our own 
160 million population establishes an equalizing of supply and demand with the 
farmer producing more than before with more dollars of profit to buy manufactured 
goods, like tractors, trucks, automobiles, refrigerators, radios, shoes, wool and 
cotton clothing and the like. 

(9) All this affects the marketing of manufactured goods to where more em- 
ployment is needed to produce more. The worker now has more income to pur 
chase more lower priced farm products (2 pounds of butter instead of 1), ete., and 
the economy continues in an evergrowing expanding spiral again based on suppl 
and demand with no scarcity imposed on the farmer or any part of our whole 
economy. 

(10) Now, this program of high production and marketing in motion results in 
the following: 

(a) Removal of all farm price supports. 

(6) Removal of all other farm subsidies but continue promoting PMA 
program; in fact exand it to produce more and conserve and improve our soil 
fertility. 

(c) The farmer is now a free citizen running a free enterprise and can pay 
for his own PMA program. 

(d) We are making good solid, healthy allies who are equipped to aid us if 
necessarv with something beside guns and tanks. 

(e) Allies well fed are less subject to communism than those with large 
stocks of war materials, such as Italy for example. 

(f) Our own economy grows stronger day by day instead of weaker as the 
Communist would have it. 

(g) Our free enterprise and capitalistic system will function as it is meant 
to for the good and peace of the world. 

Prosperous farmers, prosperous manufacturers, larger employment than ever 
before in war or peacetime, will insure the ability of all to pay sufficient taxes, 
even at a reduced rate, to not only balance the yearly budget but to eventually 
completely wipe out our national debt and balance our total economy and keep 
it so 


oS 




















































































GENERAL FARM PROGRAM 





FRIDAY, MARCH 26, 1954 


UnitTep States SENATE, 
CoMMITTEE ON AGRICULTURE AND ForestTRY, 
Washington, D. C. 

The committee met, pursuant to recess, at 10:05 a. m., in room 324, 
Senate Office Building, Senator George D. Aiken (chairman) presiding 

Present: Senators Aiken, Thye, Hickenlooper, Schoeppel, and 
Ellender. 

The CHatrMAN. The committee will come to order. The first 
witness this morning is Murray D. Lincoln, representing the Co- 
operative League of the United States of America. He also is a mem- 
ber of several other o ‘yanizations. We are glad to have you with us, 
Mr. Lincoln. You usually give us a little different information from 
what other witnesses do. I have not read your statement this 
morning. 


STATEMENT OF MURRAY D. LINCOLN, PRESIDENT, THE CO- 
OPERATIVE LEAGUE OF THE UNITED STATES OF AMERICA, 
COLUMBUS, OHIO 


Mr. Lincoun. I welcome this opportunity. I think I am going to 
present some things that are somewhat different from what I have 
been reading in the papers anyway, whether they are worth anything 
or not. 

My name is Murray D. Lincoln of Columbus, Ohio. Iam appearing 
here as president of the Cooperative League of the United States of 
America. I am also president of CARE—the Cooperative for Ameri- 
can Remittances Everywhere—and of the three Farm Bureau insur- 
ance companies of Columbus. In addition, I own and operate a 
thousand acres for dairying and grain farming. I just put that in to 
show you that I know something of the individual farm problems. 
For some reasons I would like to outline later, I would like to give a 
few of my sarlier experiences because that lays the foundation work 
for some things I would like to say. 

I think I was one of the first county agricultural agents in New 
England, one of the first full-time agricultural agents to work for a 
bank, and the first executive secretary of the Ohio Farm Bureau 
Federation, in which capacity I served for 28 years. I was on the 
board of the American Farm Bureau Federation for 6 years, and the 
only lay representative of agriculture on the 5-man American delega- 
tion to the first United Nations Conference on Food and Agriculture 
in 1943. 

You should know, too, that I am on the board of the International 
Cooperative Alliance, a federation of national cooperative organiza- 
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tions from countries all over the world. The alliance, like the United 
Nations, includes Russians in its membership. 1 think I ouzht 
mention that now, in case some investigating committee wants t 
try to make something of it. 

Lastly, | am president of the Freedom Fund, a foundation organize 
by the Cooperative League soon after the last World War to solix 
funds from American cooperatives to help war-damaged co-ops 
other countries. 

I list these various connections and interests not, of course, to t1 
to impress you but rather to make it easier for you to know the kind 
of “critter” you have here. In addition, because I believe it may help 
make my comments and suggestions relative to S. 3052 more und: 
standable, I would like to tell you about some things that have hap 
pene dd to me to cause me to be lieve the way I do. 

My interest in agriculture dates back to the days when I was a boy 
on a typical small New England farm. I first noticed what seemed 
to be an inequality in our society when I say that my uncle and his 
family, who lived in the city, always seemed to have better clothes 
than my folks could afford. My uncle and his family, including my 
two cousins, always had a long summer vacation. 

My brothers and I had a school vacation, too, but we had to wor! 
all summer; my cousins didn’t. Early in life, then, I made up my 
mind to go to agricultural college to find out why city people seemed 
to have high living standards, and to see whether there was anything 
I could do to help myself and other farm people live according to those 
standards, too. 

Just about 40 years ago this month an old professor of mine called 
me up and said he wanted me to go down to Connecticut to apply for 
ajob. He didn’t know what kind of a job it was. I went down there 
and found out it was employment as a county agent in New London 
County. This was a new job and nobody knew what to do, but th: 
college told me to go out and find out what the farmers wanted and 
do what I could to help them. 

One prominent farmer I was told to see lived at Stonington, a 
well-named town. It seemed to me that whoever made this good 
earth of ours dumped in that area all the stone that had not previously 
been scattered over the rest of New England. So, after introducing 
myself, I asked the farmer what his source of income was. And he 
replied: “Hell, young man, we don’t have any source of income around 
here, we live on lack of expense.’ 

Over the years the significance of that statement has grown on me 
It seems to me that if more people in positions of authority appre- 
ciated its significance, they might do much more to lessen world 
tensions because we now know that probably two-thirds of the 
people in the world have no appreciable income and consequentl, 
must live, like that Connecticut farmer, on lack of expense. 

Well, I talked with many Connecticut farmers and found out they 
thought the price of fertilizer was too high and the price of milk too 
low. They probably still do. 1 think the Senate committee meet- 
ing 30 years from now will probably be battling with the same prob- 
lem. But anyway, as a county agent, I taught the farmers how to 
home-mix fertilizer. If I remember correctly, it saved them about 
$17 aton. Encouraged by that effort, we started to set up a farmers’ 
milk plant. As the chairman knows, I have been trying to do some- 
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thing for a long time But the Department of Agriculture sent a 
man out to tell me I should stop getting into the business end of 
agriculture, that it was O. K. to teach the farmer how to topdress 
grass, spray apple trees, kill potato bugs, and stop army worms, but 
to lay off economic thing s like pool buying of fertilizers and starting 
co-Op milk plants, al lthough we did not know what a cooperative 

It was just a farmers’ milk plant we were thinking of 

sy this time I had sensed that if these Connecticut farmers we 
ever going to be able to do much for themselves, they would have to 
have more credit than was then available. So when I accepted a 
job as agric sag vines il agent for a Brockton bank, I figured I could get 
the bank to lend money to the farmers, and that would solve that 
problem. 

We bought cows to increase the level of the production of cows 
and we set up a scheme for farmers to buy out what was then the 
main milk distributor in Brockton. He always claimed it cost him 
50 percent of the retail price to collect, process, and distribute milk 
We bought him out, set it up. It is still running, and we cut the 
cost of collection, processing, and distribution right in two. Then 
we found that some of the bank directors who had competing business 
interests to what I was doing did not like that, so that started to 
dry up the sources of credit 

I went to Cleveland in 1917 to help Myron T. Herrick, a former 
Ohio Governor and Ambassador to France, find out whether his Society 
for Savings Bank could serve the farmers. I recall distinctly that 
Herrick urged the American Bankers Association, at one of its meet- 
ings, not to oppose the organization of the Federal Land Bank System 
The Governor was at that time chairman of the savings bank section 
of the American Bankers Association. Of course I was pretty young 
in those days. 

When we got there we found that the banks were all concerned with 
the organization of the Federal land bank, which was then in the 
process of development. The bankers were all getting together to 
oppose it. The Governor, I thought, at that time made a very signifi- 
cant statement. He got up and urged them not to go ahead in oppos- 
ing it because the trouble was that they had been trying to make 
agriculture fit banking. 

What they ought to be doing was to fit banking to agriculture. I 
remember distinctly him saying at that time, ‘‘Look, you have lost 
out on this mortgaging. You have been trying to hy nd the farmer 
money for 5 years, and the farmer cannot rec ape rate in 5 years on the 
markets.” He said “You had better let the Gove al have that 
kind of thing—which everybody thought was the Government system. 
You want to look out that you do not lose the opportunity to finance 
the farmer during a shock time’’—which of course, later on we had to 
do, too. 

It wasn’t long, then, before I became thoroughly convinced—and 
I still am— that if there is ever to be a lasting solution to the farm 
problem, essentially it will have to be based on action mainly by the 
farmers themselves, working together through their own organizations, 
with such help as the Government and others may offer. 

Some other Ohio farmers were thinking along the same lines. And 
in 1919 a group of us agreed that it was time to go to work on a volun- 
tary cooperative program of action. I accepted an invitation to 
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become in 1920 the first executive secretary of the organization this 
group of farmers formed—the Ohio Farm Bureau Federation. 

We Ohio farmers set out to prove that people could do for them- 
selves things that needed to be done. We started with the coopera- 
tive purchasing of feed and fertilizer. I do not know why, but we 
just did. I guess it was because those two things constitute the 
farmers’ largest purchases. We got into gasoline and oil and other 
farm supplies. We marketed gr: “ cooperatively. Then we got 
into insurance. Our auto company, by the way, is one of the larges' 
casualty-insurance companies in the Nation. We sell more insurance 
than any other company in the territory in which we operate. And 
we have gone into cooperative housing. We have set up a program 
for handling investment funds of small-income people. In all these 
enterprises, we are mobilizing people’s money to work for the people 
whose money it is. 

We have done all these things cooperatively. That is why I am so 
sure cooperation can work. Because I have seen it work. And here 
is another thing that has impressed me, in my experience with people’s 
institutions. In none of the corporations with which I have been 
connected for 30 years, and I think I am now president of 9 or 10, 
[ have not counted them lately—did we deliberately start out to mak« 
money as a corporation. We were simply trying to fulfill a real need 
of the people and to save money for them. The surprising thing to 
me is that not only hé " e we reac The d a high rank in volume of business 
in our various fields, but we have generally saved more money (or 
made it, if you want to put it that way) than those who did start out 
to make money. I would like to pause long enough to give an 
illustration. 

Mr. McConnell, who is now the head of—I do not know what 
the alphabet is—I met him in the hotel this morning. 

The CuarrMan. Commodity Stabilization Service, I think. 

Mr. Lincotn. He and Ed Babcock and Howard Selby and a lot of 
folks were in the same work at that time. When we started in the 
feed business we did not figure out the form of feed in which the corpo- 
ration could make the most money. We got the feed experts of the 
12 eastern colleges together and said, ‘‘Here, we represent the farmers 
Figure us out the kinds of feed that would produce the most pounds 
of milk, the most dozens of eggs, the most pounds of pork, the most 
pounds of beef most economically for the fellow who is buying the 
stuff. We are his representative.” 

I think that is the answer. The feed just produced more results 
than anybody else’s feed ever did at that time. Consequently, before 
we knew it, we were handling more feed than anybody in the State, 
we were handling more fertilizer than anybody in the State, we were 
distributing more gasoline to the farmers than anybody in the State. 

I think one of the significant things that I saw at that time—and 
I am not so sure I am right—is that we started out to meet a need 
rather than just to have a business and make money. 

I am sure it would be comforting for our directors to feel that these 
results are due to the superior management of our companies by my 
associates and myself. But I am convinced that it goes deeper than 
that, and I assure you we have had some very competent competition. 
We still do. Let me try to explain what I mean: 
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Every now and then someone asks me: “What on earth are you 
up to?” and I answer, more or less facetiously, “Oh, just saving the 
world.”’ And if he presses me by wanting to know how we are saving 
the world, I reply, “By making everybody a capit _ 

By that I mean that if you want to make a conservative out of 
someone, see to it that he has something to conserve. A farmer 
who owns his land has more reason to be conservative than a tenant 
farmer. You won’t find people who have something to conserve 
turning to communism or any other radical ism, unless, of course, 
you threaten to take it aw: Ly from them, or unless they think you are 
going to take it away from them. 

Sometimes we don’t stop to think how, even in this country, many 


people have lost and can lose things they once held to be important. 
In the early days the farmer was really his own boss. But now he is 
subject to the gyrations of a complicated political and economic 


system over which he has little or no control. He spends nearly his 
whole income for goods that somebody else sets the price on, and 
that includes most of the products of his own farm that he buys back 
in various processed forms. In other words, he has lost, in addition 
to his independence, his self-reliance, and his pride of achieve ment, 
his economic voice, and his identity. 

But give these farm folks a definite financial interest in the insti- 
tutions that serve them and an actual voice in running those institu- 
tions, and I think you will create an entirely different attitude. I 
have worked with people of quite ordinary means who have served 
as directors of large a and I have been amazed at the 
innate capacity of these people to guide complex corporate affairs. 

Now please don’t misunderstand me. I am not trying to tell you 
that all you have to do to solve the farm problem is to make every- 
body a member of a cooperative. That would certainly help—and I 
will go into more detail on that later—but I am afraid the farm 
problem is not quite that simple. In fact, my opinion is that the farm 
problem is part of an even tougher problem that is facing the world 
today—and that is the “plenty” problem. 

It was at the 1943 Conference on Food and Agriculture, which 
President Roosevelt put me on—talking with economists, scientists, 
farm leaders, population experts, and specialists of all kinds from all 
over the world—that I first became aware of the “plenty” problem. 
I hadn’t realized before, that for the first time in human history, 
human beings are accumulating the experience and knowledge to make 
it possible either to eliminate or greatly alleviate all the age-old 
scourges of mankind, such as hunger, poverty, disease, and insecurity. 

Arnold Toynbee, the great historian, has put it this way: 

Our age [is] the first age since the dawn of civilization, in which people [have] 
dared to think it practicable to make the benefits of civilization available for the 
whole human race 

It has been shown clearly, I believe, that we have worked out a 
pattern for plenty. We have learned how to integrate agriculture, 
industry, science, and technology so as to produce food faster than 
people. To my way of thinking, that is one of the most world-shaking 
events in the history of mankind. At the same time, this new-found 
productive ability has posed one of the biggest problems to face 
mankind—the problem of figuring out a way to distribute the abun- 
dance we know how to produce. 
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Two-thirds of the people in the world go to bed hungry now. B 


nobody needs to go to bed hungry. Agricultural experts estimate that 


if we were really to train our big science and technology guns on th 


problem, as we did in developing the A-bomb and the H-bomb, we 


could lick it within 10 years. And when we have succeeded in bring 
ing food and people together, we will have done more to eliminat« 


communism and insecurity, and to establish peace and plenty, world- 


wide, than anything else I can think of. Meanwhile, in my opinior 
although we will always have something to worry over, our far 
problem, as we know it now, will have vanished, too. I have chang: 
that in my own copy to say “than we know how to distribute econ 
omically in relation to the fairness of the part of everybody.” 
Senator Scnorrre,. Mr. Chairman, do you mind an interruption 
Mr. Lincoin. No, sir. 
Senator ScHonpPEeL. On page 7, you say— 
When we have succeeded in bringing food and people together we will have do 
more to eliminate communism and insecurity, and to establish peace and plenty 
worldwide. 
What part do you envision our Government is to play in that? 
Mr. Lincoxn. If you will wait, Senator, I cover that. 


Right now, however, the fact remains that in this country, farmers, 


with the aid of science, mechanization, and soil-conversation practices 
are producing more foodstuffs than we know what to do with. Food 


production has shot up 25 percent in the last 10 years, but our popula- 


tion has risen only 17 percent. We have too much food, temporarily 
People in other parts of the world don’t have enough food. And 
because we have not found a way to distribute the plenty we hay: 
produced, our farm people, as you know, suffered a loss of net incom 
last year over the previous year of more than a billion dollars. 


Somebody told me the farm income has gone down a third—TI have 


got it later on. That is why I say the farm problem is part of the 
plenty problem. And it seems to me that in trying to solve it you 
must stick closely to these four general principles: 

The solution must follow the plenty way, not the scarcity way 
That, Senator, as I think you know better than anybody, Senator 
Aiken, is where I opposed in the early days of the Farm Bureau that 
we were going at this problem just wrong: We were trying to put 
restrictions in, restrict production, to take goods off the market. | 
said ‘Look, as I see it, the whole idea of food is that hungry people 
can ave it both in this country and everywhere else.”’ 

I think that is where we made one of our basic mistakes that we 
are not paying for. 

2. It must benefit the whole economy—all the people, not just 
some of them. 

3. It must seek to cut distribution costs. 

4. It must encourage the use of cooperatives, because I think that 
is the only way we are going to do it in some respects. 

m7 us take up these principles one by one: 

To me, anyway, it is unthinkable that we should regard the farm 
cae as one of surpluses or overproduction and try to figure out 
ways not to produce so much food. That is the scarcity way, and 
while reducing ox stopping production may work to some extent where 
businessmen and labor are conc erned, it just is not natural and it will 
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not work with farmers. You cannot tell a cow to stop giving milk 
for 90 days, without ruining her. You cannot ask a bred sow to post- 
pone the birth of her litter until a more favorable market comes around. 
And once planted, and given proper weather, crops have a way of com- 
ing on whether you want them to or not. 

Senator HickENLooperR. I suggest that that suggestion was made 
at one time in the past to postpone the lambing season when we had 
a shortage of canvass out in the West. 

The CuarrMan. We have had people suggest things like that. 

Mr. Lincotn. Somebody said the other day “Go back to the horse,” 
and they would eliminate all the farm problems. Furthermore, and 
this is the thing that concerns me in connection with some of the 
present efforts, gentlemen, as you lower the price of farm products, 
the farmer, because his costs are pretty well fixed, has no choice but 
to try to increase production to stay in business. 

This urge of the farmer to produce as much as he can is a mighty 
good one, and it ought to be encouraged rather than discouraged. 
The American farmer is pulling his share of the load, and more toward 
a solution of the plenty problem, and it is up to the rest of us to get 
busy and lend a hand. For we in this country cannot for long enjoy 
plenty and prosperity alone while the rest of the world struggles in 
poverty and insecurity. 

Unless we help other people to help themselves to a higher standard 
of living, I predict that you will see existing economic, governmental, 
social, and perhaps religious institutions ove rturn ed throughout the 
world. As one of my good friends who travels widely has said, ‘“The 
bees are swarming,” and most of them are of a different color than 
those of us here. We dare not overlook the significance of that 
statement. 

But in this country alone, to kee p pace with the growth in populs “6 
tion, the farmer who today feeds 15 persons must, by 1975, feed 2 
persons. Leon Keyserling asserts that a fully employed -eety 
would require an increase in agricultural output of at least 20 percent 
above current levels by 1960. And this does not take into consid- 
eration the tremendous needs that would result should we have to 
feed another war. 

That is why it seems to me to be foolish, as well as dangerous, for 
us to try to solve the farm problem the scarcity way instead of the 
plenty way. Even though it affects the budget, we must plan for a 
growing America, not a shrinking America. 

Attempts to solve the farm problem must benefit the whole 
economy—all the people, not just some of them. It must be as much 
as possible a public program as well as a farm program. I would like 
to say here, gentlemen, in my opinion the only way we are going to 
solve this farm problem is to get going on a national food policy. I 
have not spelled that out just this way, but I think that covers what 
I want to say better than what I have said. 

Every group, whether it be farm, business, or labor, tends to act 
largely in its capacity as producers, without too much regard for the 
effects of those actions on other groups or on the consumer economy. 
So business has its tariffs, its fair-trade laws, its tax depletion allow- 
ances, its fast tax writeoffs, and its implied or actual monopolistic 
practices. Since Korea, rapid writeoffs have covered 61 percent 
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$16.8 billion—of the total cost of new defense facilities. I just built 
barn and I would like to have that same kind of a fast writeoff. 

Labor has its guaranteed minimum wage, unemployment insuranc: 
and, in some areas, restrictive practices. Farmers have their pri 
supports and production controls. Now I have a feeling that we ar 
never going to solve our major problems as producers alone. As 
see it, our actions as producers are apt to be selfish and divisive. The 
do not recognize the interdependence of the many elements of Ame 
can economic life—and if we do I think we forget it. We hear 
much about the encroachment of Government in business. But 
far as I can recall, and I have spent many years coming down here and 
in our State legislature, Government has never engaged in am 
business activity without having been pushed into it by some pressur: 
group—and every one of our organized groups has been involved 
every one of us has been involved in those kinds of groups. 

Government subsidies, however, which benefit the whole econom: 
as well as the subsidized group itself, are quite in order. And it i 
pretty well agreed that farmers are one group of people who deserv: 
governmental favors, for they will return those favors to the rest of 
the economy in the form of food, purchasing power, and a stronge! 
healthier country. A labor force, fully employed and making good 
money, is the farmer’s best friend, but on the other hand, when 
farmers are in trouble, you are not apt to find a fully employed labor 
force. I am afraid we are starting down the same road again, unless 
we do something. 

[ was interested the other day to see that almost 40 percent of our 
total working population is in agriculture or related mdustries—10 
million on farms, 6 million producing for and servicing farmers, and 
9 million processing and distributing farm products. These figures 
argue eloquently for measures to help the farmer achieve parity with 
his city cousins. They indicate that today, unlike 30 years ago 
insecurity and recession on the farm will produce an almost instant 
chain reaction of insecurity and recession in town. 

The main question, then, is not whether to subsidize agriculturé 
but how to do it with the most benefit to the whole country. In 
that framework, I think the ever-normal-granary principle for stor- 
ables is basically —_ and should be retained. I don’t know that 
we could ever get a parity formula that is adequate, but it does no 
harm to use it as a measuring stick. And whether our present farm- 
program machinery is right or wrong, I would keep it until we find 
a better piece. 

I do not think it is wise, however, to make drastic and sudden 
changes in it during the current price squeeze. It does seem to me 
though, that—again with the general welfare in mind—some kind of 
production payment plan for perishables would be advisable. It 
would have the advantage of letting prices seek their natural levels, 
there would be no need for production controls or any scarcity = 
gram. And it would make available a plentiful supply of nutrition 
foods for better consumer diets. 

Attempts to solve the farm problem must aid to cut distrubution 
costs—to the farmer and from the farmer. The parity formula is 
based upon farm costs as well as farm income, and one is about as 
important as the other. These figures that have just been brought 
to my attention show that the real net income of the farm has dropped 
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just about a third from 1947 to 195: 9m of the 
were netting less than a thousand dollars from all cash-income farm 
sources. 

When farm income drops, as it 
farm costs—for machinery, supplies, et a—usually 
And that is what they have been doing. In the Wall Street 
yesterday they said the wholesale prices of food hav 
think there ought to be an indication that there is something 

; ors 


ought to be done with all these so-called surplus: 


up. 


Last year farmers realized only 36% percent of their gross income as 


to the Department of Ag rriculture Nor is this situation being helped 
any by a legisl: ative police V of slowing down or stopp ng construction 
of REA power projects. It is a policy which surely will lead to higher 
farm costs for electricity, and farmers require 15 billion hours of 
electric power every year. 

temember when we first got hold of the REA program they said 
farmers would never use enough electricity to pay for building the 
lines. 

Furthermore, we are paying far too little attention, it seems to me 
to lowering the cost of getting goods to consumers. In 1945, the 
farmer got 53 cents of each food dollar: now he crets oI ly about 45 
cents. Though farm prices dropped 10 percent in 1953, wholesale 
food prices are at a 3-year high. Day before yesterday, at least some 
ae said they were going up. 

Attempts to solve the farm problem must take cooperatives into 
co daskdetedliens: 

Senator ELLENDER. Would you explain that duplication of service? 
Do you mean distributors 

Mr. Lincotn. What led me to an investigation in that first milk 
plant in New London, Conn., the editor of the paper got interested 
in what I said about that. So we put, I do not know what you call 
them, a cyclometer or whatever it used to be, on a bievecle wheel that 
measured the miles. We put those things on every milk wagon that 
came into New London. When you added up all the miles that wagon 
traveled and divided by the number of streets in that city, every mile 
of streets was covered seven times 

Senator HickENLoorerR. How often? 

Mr. Lincoun. Every day. 

Senator ELLeENpER. How would you prevent that 

Mr. Lincoin. We have got that too, if you can wait. 

Senator EL.uenper. All right. I have been waiting to find out 
what your solution is. I notice you say that you want to leave well 
enough alone. I am entirely in agreement with that. 

Mr. Lincoun. Until we get something else going. Attempts to 
solve the farm problem must take cooperatives into consideration 
Cooperatives are ideally suited to the job of fulfilling farm and 
plenty needs. Basically, they are democratic people’s institutions 
owned, operated, and controlled by the people who use them. Co- 
operative laws make it impossible for a few stockholders to control 
them or exploit them. In most cooperatives, no person can own 
more than 5 percent of the total voting stock. Each member- 
stockholder gets 1 vote—and only 1—in electing directors and deter- 


net ee the smallest percentage for any year since 1932, according 
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mining policy. Each stockholder gets a limited amount of interest 
(or dividend) on his invested capital. Cooperatives, again by law 
must make patronage refunds in proportion to the use each patron 
makes of his co-op. Earnings cannot go to just afew. I say without 
fear of contradiction, I can think, after 30 years in this, of no other 
legal form of corporation that is going to get that done. If there is 
any other way we would like to know it. 

Cooperatives are by no means a cure-all for farm or other economic 
ills. But their legal structure goes far toward guaranteeing that th: 
benefits of cooperative action are reflected in real income. And | 
might mention that the late Senator Taft, although he did not always 
see eye to eye with me, did share my conviction on this point. He 
said: 

The cooperative movement has made great strides and cut down the margi ( 
between the producer and the consumer. It should be encouraged still more b 
legislation and by sympathetic Government assistance 

[ might remind you, too, that only this year, Secretary of Agricul g 
ture Benson declared: 

Farmer cooperatives now are accepted as an important part of our free ent: ( 
prise system. ' 

Well, a good many other people think a lot of cooperatives, too. 

In 1951, the last year for which complete figures are available, 

million farmers had invested more than a billion dollars in their co- ops 

The Farmer Cooperative Service of the Department of Agricultu 

reports that this investment was almost four times that of 1936. in ( 
other words, one out of every two farm families holds ownership in his 
own cooperative business. On the other hand, the majority of th: 
stock in all United States corporations is held by only the top one 
half of 1 percent of the population—those with incomes of $25,00( 

and over. Incidentally, if you include all types of cooperatives, the: 

are 11 million cooperative stockholders in the United States. | 

Here are some of the ways these cooperatives of the farmers help 

American agriculture: : 
They help farmers lower costs of production and, by improving 

quality, by discouraging speculation, by strengthening and lengthen- 

ing the farmers’ ownership of his crops, and by acting as an orderly | 

regulator of marketing methods and procedures they have helped | 

farmers increase their net income. Without marketing co-ops, for 

example, it would be impossible to even out the flow of fruits and 

vegetables to market. 

Now I would like to get down into the main situation that I think 
we have got an idea of. Here to me is one of the great things that we 
are beginning to find out, this is the first one that we have got a definite 
example on. But I would like to caution the committee, grapes, 
cannot be used as a typical example, because in essence the grapes have 
sort of a monopoly. It takes 4 or 5 years, does it not, in order for a 

grapevine to be planted and be brougit into fruition? There are cer- 
tain soil and crop conditions that probably limit the extent of that. 
But I am not sure. 

Right here, let me tell you the Welch grapejuice story. It shows 
how farmers can cooperative ly ac rs tire ownership of facilities for dis- 
tributing their products. For ars now, the 4,500 members of the 
National Grape Cooperative heats iation have been engaged in the 
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process of becoming owners of the Welch Grape Juice Co. The 
| ; 


transfer of ownership will take place under an agreement which 
requires the Welch Co. to turn over to the cooperative the entire net 
earnings of the company up to August 31, 1957, and 40 percent in 
subsequent years, in the form of 20-year promissory notes of the com- 
pany. ‘The cooperative, in turn, distributes allocation certificates to 
its members. 





As soon as the Welch promissory notes issued to the co-op re 
$15 million, the Welch Co. i » transfer all of Q s to a com] 
controlled by the « Op tl 4 pius | 
percent of net sales for 10 vears or whatever time the name ‘‘Welch 
is used. During the first year the contract was in oj tion, cor 
tive members cot $90 a ton for grapes in cash and $38.67 in allocation 
certificates, or a total of $128.67 For the 1952 crop the cash price 
was $95 a ton, and the allocation certificates amounted to $55 Ol 
total of $150.30. This repressented a total return to the farmer of 
almost twice what he would have received in the open mark: 

The CHAIRMAN. By allocation ert tes, 1 1 mean patil 
dividends that went toward the purchase of the plant Is that right? 

Mr. Lincoun. Yes. In other word the oul patro 


dividends. 
Senator Eiuenper. Is that be y Oj erated no . ‘ 


Mr. Lincoun. Yes, sir. 


Senator ELuenpER. The reason why La that Der se | consume 
quite a bit of Welch’s rrapeyuice. it is sold at one to the b Giant 
Stores and I can get from that stor a little less th a qual 
remember, for 39 cents and there is a brand right next to it th: V 


me at least a full quart for 36 cents 

Mr. Lixcoun. That is the old competitiv: p ess lt is all ‘ 

Senator ELLenpeR. | am just wondering if the cooperatives are 
buying this plant with a view of selling the ] to the consumer 
at a cheaper price. Why should they not sell it cheaper? Top-Notch 
is the other brand I have in mind, and it is 2 cents less for at least a 
good cup more of grapejuice 

Mr. Lincoin. That may be entirely temporary, or it may be com- 
petitive. No cooperative can always have a lower price or a lower 
cost all the time. 

Senator E.utenper. I believe the name “Welch 
something to do with that. 

Mr. Lincoun. There is no question about it. Let me show you 
some results. In 1951 the cooperative, after doing all it was supposed 
to be doing and paying $90 for grapes, made $9,591,000. If Mr. 
Kaplan, the former owner, had made that much money—and he has 
been very successful—I am assuming that 90 percent of that money 
would have been taken away in the form of mcome taxes. Then 
through PMA, AAA, PDQ, and ABC and a lot of other alphabets, 
and I am not speaking of those things disparagingly, we would 
distribute little bits here, there, and everywhere. 

But if you give the farmers $38.67 more a ton for their grapes than 
they otherwise would have gotten, you do not need some of those 
other things. 

Senator HickENLooper. You cannot spend those allocation cer- 
tificates. 


probably has 
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Mr. Lincotn. Wait a minute; it is something he would not hav; 
gotten otherwise. He is going to get cash for that. 

Senator HickKENLOoPER. When? 

Mr. Lincotn. We have a process of taking them up. We tak 
certain amounts out this year and take them out next year, and then 
go back and pick these up and pay cash for them. The second year 
they raised the price of grapes to $95 a ton. 

Senator ELLENDER. Would you give us the year this took place? 

Mr. Lincoun. 1951 is the first year. The crop years run 1951-52 
1952-53, and 1953-54. 

Senator EtnenpER. When did the cooperative take over? 

Mr. Lincoun. In 1951. Last year they paid $95 a ton for grapes 
and these allocation certificates amounted to $55 a ton, or he got $150 
a ton for the grapes. 

Senator HickENLoopER. I am not objecting to the operation, but 
how do you say he got $150? He only got $95 a ton. 

Mr. Lincoutn. And a piece of paper. 

Senator HickenLooprerR. Which is the money that goes into the 
economy. Weare interested in the money that goes into the economy, 
To me it just does not make sense to say that he got $150 a ton fo 
his grapes 

Mr. Lincouin. He got $95 in eash and a piece of paper for $55 

Senator HickenLooper. In the future, which he cannot spend at 
the moment. 

Mr. Lincoun. But he is going to have it some day. 

Senator Scnorpren. That is an] O U. 

Mr. Lincoun. But it is backed up by the assets of the company h¢ 
has taken over. 

Senator Tuyz. Have they picked up any of the first certificates 
that they retained or issued? 

Mr. Lincoun. We generally wait from 3 to 5 vears because they are 
using it all to pay it oul 

Senator Toye. Your history is in the fourth year now? 

Mr. Lincoun. The third year. 

Senator THyr. And you have not picked up any? 

Mr. Lincorn. Because we want first to pay them out. 

Senator Toye. What percent of the plant is paid for? 

Mr. Lincotn. They have earned $4,826,000 in the first 2 crop years 
They estimate they will pay for that plant by 1956, according to the 
treasurer, George Lamb, which will make it about 5 years. After 
that they will not have to take these allocation certificates. The 
whole thing will go to the farmer. 

Senator ELLuNppeR. Will we consumers of grapejuice be able to buy 
it cheaper? 

Mr. Lincoun. I think so, in the long run. 

Senator ELLenpDeER. As I said, I am very fond of it. 

Mr. Lincotn. It is good stuff. 

Senator ELttpenpuR. As I remember, the price has been the same 
for the past 5 or 6 years. It has not changed a bit. It seems to be a 
standard price. If your argument is that this is going to reduce the 
cost of distribution, why do we not get it cheaper? 


The CHarrMan. If the farmers are paid $50 a ton more for their 


grapes, they will be able to buy more television sets and consumers 
will have more jobs 





Or 
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Senator ELLENDER. I am not contending against that, but I under- 
stood him to say at the beginning that he wants to draw the con- 
sumer and the producer nearer so that both benefit. I cannot see the 
benefit to the consumer if the price remains the same. 

Mr. Lincoun. Senator, it is because we did not start at this thing 
xarly enough. The first thing we have got to do is to get the plant 
iv our hands. After we have the plant paid for and Jack Kaplan 
paid out, then we can reduce your price for Welch’s grapejuice. 

Senator ELLENDER. I see. In the meantime, though, something 
else might occur. 

Senator Toye. What was the producer receiving a ton for his grapes 
prior to the time the cooperative began? 

Mr. Lincoun. He received as low as $35 a ton. 

Senator Tuyr. I did not find it in your statement. 

Mr. Lincoin. We have not included that. 

Senator HickENLoorER. What did he receive the year before? 

Mr. Lincoin. Of course this plant has been more or less the pace 
setter. But Mr. Kaplan said: 

If I were running this myself and not trying to do this, I would have put the 
price of grapes at $75 this vear 

Senator ELLENDER. What was the price he paid for grapes prior to 
the farmers taking it over? That was the question asked by Senator 
Thye. 

Mr. Lincoun. It varied from the year 1932 on up. 

Senato1 HicKENLOOPER. Do you have the ficures that were paid in 
1950? 

Mr. Lincotn. I do not happen to have them. I do not know if 
we have them or not. 

The CuarrmMan. Senator Thye, did you finish your question? 

Senator Ture. I wanted to get a clear understanding of the amount 
the cooperative was able to pay over and above what the private 
company had paid prior to this becoming a cooperative organization. 
If the price was $30, $40, or $50 more per ton to the producer, that 
would immediately be an increase, disregarding the certificate which 
was issued as an equity in the cooperative plant and which will some- 
time be picked up if good fortune remains with them. 

Mr. Lincoun. Like every other commodity, prices have varied. 
The point I am trying to make, Senator, is that as soon as we get this 
plant paid for, then this whole thing can go into the price for grapes, 
or such part as the directors and the membership think is wise. But 
we have to get the plant in our hands first. 

The CHAIRMAN. Is it right to assume, Mr. Lincoln, that the coop- 
erative advanced to its members a fair competitive price for the 
members? 

Mr. Lincoun. They set the price. 

The CyarrMan. At the time they accepted the grapes, I understand 
then the profits were represented in these stock allocations in the 
company. 

Senator ELLENpDER. How did the Government fare in taxation’ 
We are going to have to pay the Government’s expenses here. 

Mr. Lincoun. I knew that would come up 

Senator ELLENpER. I wonder if you could find out what the farmer 
received for his grapes prior to the taking over by the cooperati 
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Then what was the difference in the amount of taxes paid by t! 
Welch concern prior to the taking over by the farmers and the amour 
of taxes paid now? 

Mr. Lincoun. I am perfectly willing to argue that, but I woul 
like to say one thing, Senator. I think we have got awfully confus 
on this whole question of taxation in relation to cooperatives. D 
not misunderstand me—and this is involved—but I claim that 
corporation pays any taxes. Please do not make me spend the ne 
hour defending that There is only one person who pays taxes, a! 
that is the ultimate consumer in the form of his price. 

In a cooperative, all we do is we do not take as much out of the 


to begin with. Therefore we do not have as much to be taken a 
from, 

Senator ELLENDER. As | pointed out to you awhile ago, I think 
know what I am talking about on this price. My recollection i 


and I am positive of it—that the price in the past 5 years has 
varied an iota. 

Mr. Lincotn. You mean the Welch grapejuice price? 

Senator ELLENDER. Yes, 

Mr. Lincotn. Why should it? He was in the business of mal 
all the money he could. 

Senator ELLenpEeR. But according to your argument, it mea 


il 


saving in the costs of distribution and a saving for the consumer. | 
the price is the same, the profits should have been the same. If tl 
is true, then somebody got the benefit of the tax. I am pret 

the Government did not cet it. 

The CuarrMan. Allocation certificates are fully taxable. 

Mr. Lincoin. That is the only trouble we have run into 

Senator ELLENDER. On a corporate profit of $1 million, let 
the corporation would pay 52 percent now. But if you divide 
$1 million into 1,000 cooperators, you reduce it so that the tax wo 
be nil compared to what 52 percent of $1 million would be. 

Mr. Lincotn. Meanwhile, by distributing more back to the indiy 
ual, you do not have to take so much money away from somebody e! 
and give it to him, whether he is a farmer or somebody else 

Senator ELLENDER. That is all right, assuming he gets the bene! 

sut the consumer pays the same and the Government loses in n 
opinion quite a huge sum in taxation. 

Mr. Lincotn. What does the Government want money for? 

Senator ELLENDER. The same as you do, | guess 

Mr. Lincoxtn. To do something for somebody else. You are not 
supposed to be in business here. You just take it away from on 
group and give it to somebody else. What I am saying is, by thi 
process, you do not have to take so much away in order to build 
bureaucracy to give it back. 

The CHatrMAN. Any corporation could do what the Welch Grap: 
Juice Co. did if it desired to. 

Senator ELLENDER. I am just wondering how we would have paid 
for these big wars we have been engaged in recently if we had had 
cooperatives running all of the businesses in this country. 

Mr. Lincoun. I think if you had them worldwide you would not 
have that happen. 

Senator ELLENDER. You try to do that. You would be Moses sur 
enough if you could do that. 


pu 
mi 
su 


rr 
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Mr. Lincoun. Let me say I think this is the way we are going to 
put into the hands of the farmers the distributive machinery to ulti- 
mately increase to the farmer his returns and lower costs to the con- 
sumer. I think that is in the interests of an economy of abundance. 

Senator Scuorprer. Mr. Lincoln, I presume then if this goes to 
grapes, it ought to go to flour; it ought to go to tractors; it ought to 
to to automobiles? 

Mr. Lincoun. That is what I say on the next page. 


Senator ScHorpre.. That is your theory, then? Please understand 
me: | am a member of a cooperative. I have been for 25 vears. on 
the farming side. I was born and reared on a farm and I know some- 
thing about that phase of it. But under this theory of ‘‘plenty’’ you 
are advocating, to keep on producing; I presume of course you are 


limiting it to the food side? 

Mr. Lincoun. No. 

Senator ScHOFPPEL. You have your automobiles. Thev are cutting 
down because they have got in the hands of dealers six-hundred- 
thousand-odd automobiles now that thev sav thev cannot sell Farn 
tractors are the same way, and pieces of farm machinery are the same 
Way. 

Mr. Lincoun. That is what I am talking about. Your income. 
Senator, is coine down 

Senator ScuHorrres. That is right. But we have been under a war 
economy with an inflated situation on our hands. If we are going to 
apply this theory, maybe it is coming slowly and will work up to the 
point where they can take these thines over But it is rong to be a 
rather radical transition from our economic system, as we know it nov 

Mr. Lincoun. No, sir. That to me, of course, is true free enterprise 


and true democracy. My only question is, people do not move fast 
enough to do what we have got to do, I think, in order to avert more 
conflict in some other things Sut I say right here, based on this 


grapejuice thing, I would like to recorhnmend that somebody tackle 
putting the two big milk distributing companies together and making 
them a cooperative. 

By the figures we have, we could pay for those things on the same 
basis we have paid for the Welch Grape Juice Co. in probably 5 to 
6 years. That is the start of getting plenty to people—cut down every 
distribution agency you can. I do not think anybody but a coopera- 
tive is going to do it. 

Senator EttenpeR. Mr. Lincoln, in your next paragraph you say 
this: 


After 3 years of operation, the cooperative has accumulated more than $8 


million of the $15 million needed to acquire ownership of the Wel *h plants. 

That would indicate right there that they lhave not paid the taxes 
that they should pay. I know good and well that under the present 
tax system no cooperative could be amortized in the space of 2, 3, 4, 
or 5 years, as you have just indicated. 

The CuarrMan. Your stockholders*had to"pay full tax on the $8 
million that they invested. 

Mr. Lincotn. Absolutely. That is the only trouble we run into. 
A farmer who produces 100 tons of grapes and gets a $5,500 piece of 
paper has to pay tax onit. Hesquawks. We tell him, “Look, that is 
something you would not have, gotten,otherwise. Eventually when 
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you get the ownership off, as much as competition and everything 
will allow, will go into a better price for the consumer. But we ha 
got to get hold of the machinery first.’’ 

| would like to suggest, Senator, in all sincerity that you never ar 
going to catch up on this parity program because parity has tried 
give the farmer enough to keep up with what it costs over here. W 
have got into the fertilizer business, the petroleum business, the in 
surance business, the Welch grapejuice business. We have ju 
loaned National Foods enough money to take over the American 
Fruit Growers to do the same thing. 

In almost all of these enterprises we are proving that you can tak 
them over and pay for them in 5, 6, 7, or 10 years; which to me proves 
that they are making a lot more return on capital than needs to go to 
pay for capital. 

Senator HickENLoopER. Your private investor can pay for his 
plant in 5, 6, or 7 years if he does not have to pay for taxes. 

Mr. Lincoun. He is paying for them and paying taxes. 

Senator HickeNLoopreR. But not in that period. 

Mr. Lincoun. Yes, sir; and we are doing it. 

Senator Hicken.Loorer. I am not talking about you. I say your 
private corporation can pay for his capital improvements in a short 
period of time if he does not have to pay the taxes out of his income. 

Mr. Lincoin. Right now I happen to be in an insurance company 
{n order to have help on this, I have persuaded our board of directors 
to go into certain things on which we pay every tax that anybody else 
pays. <As to our insurance companies, our life company pays thx 
same tax the Metropolitan Life {nsurance Co. pays; our casualty 
ccompany pays the same tax as Liberty or anybody else. We hav: 
bought companies, and we have got another one coming, that after 
paying all the taxes, we are going to pay for it in less than 5 years. If 
you would like the figures, we will give them to you, sir. 

My point in all of this is this. I say more money is going in this 
distribution service, in the distribution in between the consumer and 
the producer, than needs to. This is one way of getting it done. 

Senator ScuorppeL. Mr. Chairman, I would like to ask a question 
Here we sit, as part of the legislative body, in the Senate of the United 
States. Is it your contention that we need better laws, broader laws 
on cooperatives than we now have? Or are you of the opinion that 
we already have on the books sufficient legal framework to move out 
into the cooperative field in any of these ventures? I have a feeling 
that we have sufficient machinery on the legal side. Then what are 
we supposed to do? 

Mr. Lincoun. It is all in here. One of the things that I propose 
here is that we have got to have a better application of our present 
credit laws. I think our people in the farm credit department—and 
I have every respect for them—are getting as conservative as the 
bankers whom we tried originally to improve on. What the farmer 
needs and what the cooperative today needs—and I[ think the con- 
sumers who want to set up a cooperative ought to have—are the same 
credit facilities. I think those two things put together can do more 
to reduce the cost of getting food to people, which to me is the essence 
of our farm problem. 

It is not a question of restricting food production or putting it in 
a cave and letting it spoil. It is to get food into hungry mouths and 
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to keep a program of expanding economy going. What we need is a 
broader application which has got to come from the farmers, Senator. 
But we do need that. Just as with REA, you would never have got 
the farms of this country electrified if you had depended on the pri- 
vate utilities. They had the field before any of us got into it; nor 
would the banks lend to us. But they lent our money to the other 
utilities. It took the Government to do that 

I am saying the same thing on the distribution of food. If th 


present agricultural credit setup, whatever it is in all its aspirations, 
will go on and do the things that I think those of us and you who came 


down in the early days advocate ought to be done, we will get this 
done. 

Senator ScHorePPEL. In other words, then, your thought is that it 
is going to call for longer term loans to enable them to amortize over 
longer periods of time, a liberalization of credit on some kind of a 
reasonable basis. 

Mr. Lincoitn. You said it better than I could, but on a purely 


business basis. That is one of my points. 
Senator ScHorrreL. I assume you pay all the taxes that these 
others do, but your credit relationship and your credit position or 


} 


credit opportunities are the key to what vou are after here 

Mr. Lincotn. That is number one. Second, Senator, I wish you 
would give us the same privilege of fast writeoffs that you have given 
the oil companies. Here is a list of some $423 million that has just 
been given to the oil companies. Iam not saying this is wrong. 

Senator ScHorPPrEL. We give it to the steel companies, too. 

Mr. Lincoun. That is right. Give it to thes cooperatives and to 
the farmer. I do not see why I should not have it as a farmer. 

The CuarrmMan. A farmer can get that writeoff by constructing 
grain storage only. That is the only thing he can construct and get 
a tax writeoff. 

Mr. Lincoun. Just go on and extend that. You are doing it for 
all these other fellows—$16 billion of it. Granted that was war. 
sut I cannot see why you have to give $423 million to oil companies 
when you look at their financial statements. They use this tax 
writeoff to get into the petrochemical field. That is very significant. 

Senator ScHorPPeL. Of course, to be absolutely fair about it, that 
program was established on the basis of an accelerated need for the 
type of products that the Defense Department and our economy need- 
ed in looking out for the Korean war, and God forbid it expands; 
but they had to anticipate maybe, unforeseen factors that might ex- 
pand it. So we can put that on the basis of an emergency measure. 

You are thinking in terms of relating that to a peacetime economy 
and going through this cooperative venture on the same terms that 
we did here in the emergency periods. 

Mr. Lincoin. Let everybody else have the same privileges as well 
as the cooperatives, Senator, in this distribution system. 

The CHarrman. There is no support-price program for grapes that 
you know of, is there? 

Mr. Lincotn. The great proportion of our products do not have 
support prices. What is the percentage of products that do not 
have support prices? 

Mr. Rennie. | believe it is 57 percent 
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The CuarrMan. The thing that has disturbed me in those far: 
commodities which have had high guaranteed Government suppor 
prices it at the farmers have become so lax about their cooperatives 
They are not paying much attention to the management or the cooper 
atives at all and I have been very much disturbed over that. 

Mr. Lincoun. Senator, I feel as a person who is in agriculture and 
has been in agriculture | would be very much more in keeping to com: 
down here and ask for any kind of a Government thing that we may 
think is necessary. But I would feel better if we first did everything 
we could to lower the costs of distribution and production in order that 
we produce more goods for more people. I think you are going to 
find the answer to the surplus problem in doing that. 

| do think we went awry in the early days. The idea was the adjust- 
ment program was to pay the farmer to get out of something we did 
not want and into something we did want. I think we just slipped 
back on that one. As people’s income increases they ought to, and 
want to, buy more dairy products, more fruits and vegetables, mor 
of the high proteins, out of potatoes and out of wheat. 

Senator SCHOEPPEL. Say that this price was $90 or $95 a ton fo. 
grapes. You can demonstrate that you can give the farmers $145 o1 
$150 a ton for grapes. There are a lot of grape producing areas in 
the country that are not now in production. I rather suspect that 
you will have a lot of them go into that from an incentive motive, 
would you not, just as we found in wheat? 

Mr. Lincoun. It might, sir, except that it takes you about 5 years 
to get into the grape business. That is quite a deterrent, I think. 

Senator Scnorppre.. Therefore, you would probably have to hav 
some degree of control to protect your production, because you could 
not sustain those high prices if they got high enough so that a lot 
of people would want to go into it. 

Mr. Lincoun. I am not saying, Senator, that eventually we have 
not got to come to that; but I certainly think there are a lot of things 
to be done, at the present time anyway, before we need to come to 
those control things. Temporarily, yes; but not over the long run. 
As the population increases, and I think right today, we ought to be 
taking some of these food surpluses and putting them in the places 
around the world where I am sure proper food is going to do more to 
stem communism than guns and ammunition, including A-bombs. 

I may be wrong in that. But our CARE mission chiefs for the last 
5 years have been telling us in our offices that we are losing this race 
around here because there are so many hungry people. Legislation 
is either in, or is going to come in on the food-surplus problem; and 
we think the CARE program is such that we can distribute vast 
sums of food in areas that will not upset the normal market. We 
think that is what ought to be done right today. 

Senator HickeNLooprerR. That is a giveaway program. That does 
not return any economic compensation. 

Mr. Lincoutn. You bet it returns something, Senator. Hungry 
people are dangerous people, and they are going to turn to any sort 
of a thing until they get fed. The second part of our program is to 
help those people get on their feet. 

Senator HickenLoorer. That justifies the donations. 

Mr. Lincoun. To begin with, sir, yes. We cannot sit here in a 
world of peace and prosperity and not have the rest of the world 
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begin to get on that road to this abundance. Look at the money 
you are paying for military supplies, which you are going to have to 
continue, unless we can do something on the other hand. I am not 
saying this is going to answer all the problems of the world, but at 
least this is the approach [ would make to it, is that we make up our 
minds that we want a national food policy which starts with the idea 
of getting as much food to as many people at as low a cost as possible. 

We have given evidence where in my opinion if we allow the farm 
groups and the consumer group to take over more of the marketing 
machinery on a business basis, we are going to cut down this cost of 
distribution. Then if ‘aomndeetibe we have got to go into a program 
of restriction or subsidy or something like that, no one is going to 
kick. 

Senator Tyr. However, Mr. Lincoln, at the present time your 
Welch Grape Juice is being marketed at the same price as all other 
competitive juices. 

Mr. Lincotn. We want to pay for that plant as soon as we can 

Senator Ture. I realize that, but nevertheless you could not enter 
in and sell that ata Loahte ‘Yr price without disrupting the entire marketing 
of the other competitive grapejuices. Therefore you distribute it 
through the regular retail channels through which the other juices are 
distributed. You return to the producer a greater net price. 

If you had control of all the grapejuices madwd in the United States 
and could put up your own retail stores, you might be able to get it 
at a lower price. But you are not in that stage, and I question 
whether you ever will be. 

The CHarrMan. You would get in trouble with the Federal Trade 
Commission, too. 

Senator Ture. I question whether you ever get that. What vou 
are mainly telling us here is that through the cooperative ownership 
and operation of this plant, even though you are retailing to the 
consumer at the same level that the private enterpriser is, you are 
returning a greater amount to the producer, thereby increasing his 
financial resources annually. That is what you are doing. 

Mr. Lincotn. Which makes purchasing power for him. 

Senator Toye. And the certificates of indebtedness you had in this 
year may be picked up in 1955 or 1956 by just issuing a letter stating 
that you are calling in stock number such-and-such, and that you are 
refunding on that. That is a cooperative practice that is very sound, 
and you “have got to do it if you are going to stay eligible for your 
exemptions under the income tax. 

Mr. Lincotn. Then what we say is, we could take more of the 
distributing machinery in the same way. Then as soon as we paid the 
owners out, then distribute the benefits, half to the farmer and half 
to the consumer. That is how we are going to answer Senator Ellender. 

May I suggest, gentlemen, in this question of grain storage I do 
not know why in the world somebody was thinking up these little 
barriers of tin cans around the country to store this grain. Why in 
the world did we not let somebody set up some terminal elevators? 
I think the farm cooperatives ought to own them and have this fast 
writeoff that now exists. It eventually has to come to an elevator 
anyway. I think in the long run it is only normal to keep what ws 
call a normal storage of supplies in the case of wars, droughts, and the 
like of that. Thep to go on in a purely competitive way. We are 
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not asking for a monopoly. We do not like a monopoly, but we say 
you cannot have a monopoly of people. You cannot have a monopoly 
of people if all the people have a share of ownership in the thing. 

We quoted the Welch grapejuice as an example of only a little bit 
of light that we see coming, the first one on a big scale. Now we have 
taken over the American Fruit Growers and we are going to do the 
same thing. They used to be owned by the Dollar and the Moore 
estates. Now we would like to suggest we take over the National 
Dairies and Borden’s. I do not know they would want us to. 

Here we have gone into all these different kinds of things. We 
have paid for our elevators in about 4 years. We have actually 
regulated the price of grain. The first year we put up our 3-million- 
bushel elevator, at least the economists figured we raised the price of 
grain 7.7 cents. We paid 7.7 cents a bushel for all the grain—not 
just the grain we handled but for all the grain, because we established 
the price. Nobody puts the price of fertilizer out until the Farm 
Bureau cooperative does in the State of Ohio. I think because of 
the fact we have become the largest distributors of automobile insur- 
ance in 13 States—most of them, anyway—they are all trying to 
meet us. We have to meet them. 

Some more extension along that line, I think, would put the real 
competitive point into this distribution system that ultimately will 
reflect more to the farmer and less to the consumer, and at the same 
time not violate any Federal Trade Commission regulation or any- 
thing else because we do not want to own it all. We do not need it 
just enough to be the guiding spirit. Then, later on, on the present 
thing, temporarily, as we see it, to help get these surpluses out of 
the way. 

Again, Senator, I am not at all sure that it makes too much differ- 
ence whether you get this stuff to the farmer on the 90-percent basis 
or the 75-percent basis. I can argue on either side. I think the main 
thing we have got to do today is to be sure that we keep up enough 
spending—not only purchasing power but spending—to keep this 
machine going, 

Sir Stafford Cripps told Mr. Culbreath and myself in 1945 just 
what we are into today. He said: 

You have so expanded your agriculture and industrial plant in order to conduct 
two wars that now you would have to raise wages, prices to farmers, salaries of 
workers, everybody, 66 percent overnight in order to get enough purchasing 
power to keep this machine going. 

We think this is at least some of the early steps that would bring 
about an economy of abundance as against an economy of scarcity 

The Cuatrman. I am quite concerned every time | see members of 
cooperatives losing interest. I think that has been true of marketing 
cooperatives more so than the service or the purchasing cooperatives 
in recent years. Cooperatives have stood between the people of the 
country and Government domination because when people get hard 
pushed, if they have no organization of their own to turn to, they are 
very likely to turn to the Government and do things and agree to 
things and approve of things which they would not do if they had 
somewhere else to turn. 

Mr. Lincoun. After 3 years of operation, the cooperative has 
accumulated more than $8 million of the $15 million needed to acquire 
ownership of the Welch plants. With expanded membership and 
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rising sales, the cooperative can probably buy the company within 
2 more years. Welch’s president points out: 

This program enables more people to enjoy a real participation in ownership 
and profits. It is free enterprise at its finest, a living proof that American cap- 
italism can give men security and freedom, and is therefore in itself a complete 
refutation of Marxism. 

Well, that is the way a cooperative is helping grape growers increase 
their income and boost their standard of living. And it just occurs 
to me that if it is a good idea for grape farmers, it ought'to be equally 
smart, for, say, dairy farmers. Take the National Dairy Products 
Corp. I figure that the same kind of a program would enable 
cooperative of milk producers to buy all of the corporation’s equity 
shares (at book value) in less than 3% years, or at the current market 
value in less than 6% years. It would take about a year longer to 
buy all the equity shares of the Borden Co. at market value. 

Now it just occurs to me that if farmers could have the opportunity 
to acquire ownership along these lines, the need for farm subsidies 
would not be nearly so great. 

2. Cooperatives help market farm products more economically 
They aim to move the product to the consumer at the lowest possible 
cost with the least possible waste all along the line. In some cases 
cooperatives sell directly to consumers, and here there is no price- 
spread problem. One of our own insurance companies the other day 
loaned $4 million to a cooperative known as American National 
Foods so that it could in turn buy American Fruit Growers, Inc. 
and become a nationwide fruit and vegetable marketing organization 
with terminal sales and shipping-point service. Here we have funds 
pooled by farm and city people being invested to help farmers market 
their produce more efficiently so that, in the long run, it ean lead to 
higher prices for the farmer and lower prices for the consumer. 

Cooperatives increase the farmer’s purchasing efficiency. For 
example, they pioneered with open-formula commodity programs so 
that farm products could be bought to fit specific needs. 

4. Cooperatives provide the means by which the farmer can supply 
for himself services that might not otherwise be available, including: 
Credit, insurance, irrigation, electric power, telephone, hospital, 
loe ker, cotton ginning, and machine ‘ry repairing. 

5. Cooperatives help to preserve the family farm by giving it the 
eivemeins of large-scale volume in buying and selling. 

Cooperatives protect the farmer from monopolies. In many 
instances co-ops must reach back to acquire raw materials, fertilizer 
plants, feed mills, oil refineries, and other manufacturing facilities. 
Co-ops inject a new element of genuine competition into the market 
and compel other agencies serving farmers to meet their standards of 
7 e. 

Cooperatives benefit consumers as well as farmers. They have 
chendion standardized, graded products to consumers. By their mer- 
chandising programs they have played an important part in making 
one-time luxury products like citrus fruits available the year-round at 
a relatively low cost. By increasing the efficiency of marketing and 
production, cooperatives thus can lower the cost of getting food and 
fiber to consumers. 

8. Cooperatives improve rural living conditions. One of the great- 
est. factors in this respect was the development of rural electric co- 
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operatives to bring central electric power for farm production and farm 
living to 3 million families who otherwise would be living in the 19th 
century. 

9. Cooperatives provide a channel through which the Government 
can work with farm people, and even more important, a way for farm 
people to discuss and bring their best thinking to bear upon Federal 
programs. In Ohio, for example, we have more than 1,500 small 
groups of farmers who meet every month as advisory councils to talk 
over local, State, and National issues and who are not at all backward 
about sending in their conclusions and recommendations to a central 
office in Columbus. 

10. Finally, cooperatives can be important factors in the develop 
ment of foreign trade. Cooperatives, before World War II, pioneered 
in finding overseas markets for American fresh and processed fruits, 
nuts, grains, and many other products. By cooperating with co-ops 
overseas they created additional customers for American rice, tobacco, 
corn, feed meals, fats and oils, and seed. Since the war, however 
dollar shortages abroad have pretty much brought this international 
trade to a halt. If and when more nearly normal trade relations can 
be reestablished, cooperatives could and should play a significant role 
in any trade, not aid, program. 

Meanwhile, we have mounting surpluses of foods in this country 
And here, again, I should like to remind you that the relief cooperativ: 
known as CARE stands ready to help alleviate that situation, in line 
with the provisions in title I of S. 3052. CARE, as vou know, has 
distributed more than $160 million worth of food and clothing sup 
plies in war-torn and underdeveloped areas of the world. 

It now offers to take on the job of distributing up to a billion dollars’ 
worth of surplus foods to the world’s hungriest, sickest people, taking 
care not to upset any economic applecarts. Food used in this way 
would win us friends and allies in places where they are sorely needed 
to help stem the tide of communism. It would go a long way toward 
nailing as a lie Communist charges that America would rather let 
its food rot than give it to people who need it. And let us not forget 
that if we don’t use this food wisely, it will be easy for the Communists 
to use it against us. 

Thus, on both the national and the international fronts, coopera 
tives have demonstrated that they can be of tremendous service to 
farmers, whatever kind of farm program is followed. But they can 
be of special service if a farm program is adopted as an integral part 
of a plenty and prosperity program which takes into account not only 
the people of this country but also those of other countries. With 
that kind of a plan in mind, I would like to submit for your considera 
tion five recommendations. 

1. We must maintain a healthy, growing economy in America, and 
the sooner we gear it primarily to consumption rather than production, 
the better. The core of any healthy economy is full employment and 
high consumer-spending power. Better times for farmers go hand in 
hand with better conditions for the whole economy. And do not for- 
get that purchasing power means nothing unless it is spent. It is 
easy to be fooled by the huge savings in banks. 

But that kind of purchasing power is not very strong when it comes 
to keeping our economy going. It must be expended, and that calls 
for a favorable economic climate, relatively free from stresses and 
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strains and fears for the future, to spring our purchasing power into 
purchasing action. Right now economists are warning us that ex- 
penditures (Government, business, personal) this year may be as 
much as $35 billion below the normal requirements for a growing 
American economy. It is a warning that should stir us to immediate 
action. 

2. We must study future production needs. We will need from 20 
to 25 percent more farm production in this country to feed our in- 
creasing population in the next 10 years. We will need more if we 
are to help ill-fed families in this country improve their diets. We 
will need far more if we can work out plans for distributing our food- 
stuffs to people of other countries. We will need fac more if we need 
to feed another war. 

3. We must make an intensive study of ways to expand the market 
for farm commodities at home and abroad. For the answer to the 
farm problem lies not in contraction of supply, but in expansion of 
the demand and of the market. We should look closely at possibilities 
for entering into barter aereements with other nations under which 
we would trade foods for raw materials or minerals. 

Roger Babson has suggested a program of cooperative, rather than 
exploitative, investments abroad to develop foreign markets. The 
school-lunch program and food-stamp plans to get food to low-income 
people are other expansion plans which should be explored and acted 
upon more than they have. 

4. We must seriously study distribution eosts, with an eye to narrow- 
ing the price spread between the farmer and the housewife. Such 
studies have been proposed from time to time—the Marketing Act of 
1946 authorized one—but they have never been carried out effectively 
Development of consumer cooperatives which cculd deal directly 
with marketing cooperatives would, it seems to me, narrow the price 
spread considerably. 

5. We must stimulate the use of cooperatives, for cooperatives are 
good and useful, not only for farmers but for America and the world. 
They have already been of much help, but we have barely scratched 
the surface of their possibilities. One way to apply stimulation 
would be through credit. Despite existing facilities, the development 
of cooperatives, both purchasing and marketing, ts limited by credit 
resources. Lately, I have been given reason to believe that the farm 
credit system has become more cautious in dealing with cooperative 
requests for credit than the commercial bankers whose services it was 
set up to supplement. 

I would suggest that representative farm co-ops be given sufficient 
credit to take over the physical handling of farm commodities as 
far as possible from the farm to the consumer. Cooperatives have 
proved their worth as agencies of distribution. I think if they were 
given the same opportunities for fast tax writeoffs and for credit that 
other groups have, they could make a historic contribution to the 
distribution of the abundance we know how to produce. And because 
it will all help expand the farmers’ market, I suggest that consumers 
should have the same opportunity to obtain credit for building their 
cooperatives as farmers do to build theirs. 

Let us not overlook the contribution that cooperatives, with 
governmental encouragement, could make in world trade. Indeed, 
if all of the free world’s marketing and purchasing cooperatives could 
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be brought together to work at the problem of facilitating world 
trade, much of importance might be done. I would like to sugges} 
now that the United States, through its representatives in the United 
Nations Food and Agriculture Organization, ask that U. N. agency to 
call a meeting of the ‘world’ S$ cOo- -ops as an aggressive, nongovernmental! 
attempt to solve this problem. 

It is my firm opinion that in this great cold-war struggle betwe 
democracy on one side and communism on the other , the victory w ‘il 
eventually go to the side which devises a system to ge t the most goods 
to the most people. I urge those of you who believe in the dignity 
of the human individual and in the intrinsic worth of what we call the 
democratic process, to concern yourselves more with helping other 
peoples make some of the material advances we have made in this 
country. For I believe that in eliminating hunger, disease, and 
poverty from the world, we will have found the answer not only to 
our own farm problem but to the world’s—and ours—plenty problem 

The CuarrMan. Thank you, Mr. Lincoln. 

We have two other witnesses due here. One of them is being 
heard by the House committee. 

Mr. Rosefield was here the other day. Members who might have 
wanted to ask him questions were not here. He took the position 
that peanuts should not be a basic commodity and was rather critical 
of the peanut program. He is available for questioning at this time 
if anyone has any questions. We still have no peanut growers here 
If you could talk about the dairy problems, you could get a lot of 
questions. I understand you have a short statement prepared. 


STATEMENT OF J. L. ROSEFIELD, ROSEFIELD PACKING CO., 
ALAMEDA, CALIF., REPRESENTING THE PEANUT BUTTER 
MANUFACTURERS ASSOCIATION—Resumed 


Mr. Roserievp. Mr. Chairman and members, as I have said 
before, my name is J. L. Rosefield. I am opposed to the peanut 
support program as suc h. I often feel apologetic for so forcibly 
trying to bring to your attention the weakness of the peanut support 
program and the urgent need for corrective measures. 

Do you realize if all agricultural products that cost the Government 
as much to support as peanuts, that you would have already paid out 
beyond recapture nearly $10 billion? With that fact in mind, I want 
to say that, regardless of what you do with the agriculture support 
program, I feel that the peanut program needs legislative revision. 
I am not going to repeat my previous testimony. But I will say that 
I was in hopes that your questions and my answers would bring to 
light some of the many weaknesses and abuses now in being. 

As you know, lack of time prevented this question- -and-answet 
period, and so I am using this method of bringing just a few more facts 
to your attention for consideration. 

In my previous testimony, I called to your attention that support 
prices and practices were largely made in the interest of marginal and 
inefficient growers. Let me further illustrate my point ‘and this 
brings out one of the facts Senator Aiken called to our attention, that 
cooperatives, when given price supports carte blanche, sometimes get 
very careless. 
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Much of the peanut crop is lost every year by growers because they 
make little or not attempt to safeguard their efforts and their crop 
during the process of curing. They prefer to windrow or carelessly 
stack their peanuts, hoping for perfect weather. It is true that by so 
doing they save a little on labor. What generally happens is that 
because of these lax methods, a good part of the crop is damaged. 
They then send their leaders—or should I say lobbyists—to Washing- 
ton to get the Government to bail them out of conditions that they 
themselves have created. This actually happened last year. I say 
that if they planted the types of peanuts needed by the edible crop and 
did all the things that a prudent farmer should do, that modernized 
parity and the flexible program would insure them handsome returns. 

Unfortunately, the growers do not realize that our industry is on 
the verge of disaster, but think we are trying to injure them, when- 
ever we propose corrective measures. ‘They do not realize that every 
time peanuts go up or down a cent a pound, it affects the retail cost 
of peanut butter nearly 5 cents a pound. 

We must reverse this upward trend of peanut costs. Up until 
now, other agricultural products may have fluctuated but the cost of 
good, edible shelled peanuts has constantly trended upward until they 
have now reached the limit beyond which they must not go. 

I do not believe that you realize that last year the peanut program 
practically financed the crops, enabling them to go into the shelling 
business in competition with long- establishe d private enterprise, with 
Government funds and practically guaranteed against loss. No 
wonder they want this type of program continued. 

My final suggestion is that you outlaw peanuts grading less than 
No. 1 from use for edible purposes. Use them for oil crushing or ex- 
port and pay the grower on the basis of oil stock. Compensate the 
grower by increasing his acreage in proportion to the lower grades 
taken out of use. This move would be worthwhile from many 
angles. It would reduce Government loss, increase acreage, furnish 
the Nation with needed peanut oil, and take unsatisfactory peanuts 
of questionable quality out of the edible market. 

I do want to thank you for this opportunity of bringing these facts 
to your attention. I am sure if you will consider my testimony in 
its entirety in connection with that presented by Mr. Charles Scully, 
you will realize that the support program applied to peanuts badly 
needs revision. I believe this can be done without hardship to the 
growers and know that in the long run all segments of the peanut 
industry will prosper as a result of the corrective measures that have 
been suggested. 

This is extemporaneous, and if I may, I apologize for it. But 
speaking of cooperatives and the reason we object to cooperatives 
going into industry in the peanut field is that they are using Govern- 
ment funds for doing it. If they use their own funds for bringing 
this into being, we certainly have no objection, providing they pay 
their own share of taxes. 

I am sure in looking over this, I have skipped some things, but that 
is as it may be. Take, for instance, the dairy products. One often 
sits back there as a prospective witness, and would like to ask questions 
of the person testifying. Of course that is not our prerogative. But 
as long as you have said maybe you would want to say something 








640 GENERAL FARM PROGRAM 


about agriculture, we have many dairy cooperatives. We have some 
in California. They are very prosperous and very effective. But 
I do not know of a single instance where they have either paid their 
full amount of taxes or where they have lowered the prices. 

As Senator Ellender said, he is still paying the same amount for 
grapejuice. We cannot be half flesh and half fish. If we are going 
to have this country run for the benefit of cooperatives and that in 
its entirety, where it is in automobiles or what you have got, you have 
got to change the form of your Government. In the meantime, who 
is going to pay the taxes to support it, if private industry does not 
pay them. Iam certain that your country cannot exist in the mean- 
time pending this time when maybe they can reduce the price to the 
consumer, 

Up to date they have not done so. I do not know of any single 
case where a cooperative has had any effect on the consumer price of 
products, particularly food products, where they have been given the 
right to operate. Iam not against cooperatives, and I say when they 
use their own money, God bless them, more power to them. 

But in almost every instance it has been proven that private enter- 
prise can do the job just as effectively, and generally more so, plus 
the fact that under our present system of Government and as we stand 
today, regardless of whether Sweden likes cooperatives or some other 
nation likes cooperatives, we are the world’s outstanding success. | 
certainly think we have to think a long while before we change that 
method of operation. 

The CuarrMan. Are there any further questions? If not, as long 
as our other witnesses have not arrived yet, we will postpone any 
further hearing until 2 o’clock this afternoon. There are two more 
witnesses: One is Mr. Howard Doane, representing the United States 
Chamber of Commerce, and the other is Judson Squires of the Roberts 
Dairy Co. of Omaha, Nebr. Mr. Squires was unavoidably detained 
and Mr. Doane is testifying before the House committee now, so 
there does not seem to be any purpose in waiting for him. We will 
recess until 2 o'clock. 

(Whereupon, at 11:25 a. m., the committee recessed to reconvene 
at 2 p. m.) 

AFTERNOON SESSION 


Senator Scnorrpren. Let the record show that the committee is 
reconvening this afternoon session, and the first fiitness is Mr. D. 
Howard Doane, for the Chamber of Commerce of the United States. 

Mr. Doane, I understood you were tied up this morning over on 
the other side of the Capitol dome and when this committee recessed, 
it was with the understanding you were the first witness this after- 
noon. The chairman has been detained on another appointment a 
little later than he anticipated. So if you do not mind, we will start, 
because you may be on a time schedule. Are you? 

Mr. Doane. That is correct. 

Senator ScuorrreL. You may proceed. I notice you have a writ- 
ten statement with you. If you wish to cover that in detail, you 
may proceed, sir. We hope in the meantime there will be other 
Senators here. 
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STATEMENT OF D. HOWARD DOANE, CHAIRMAN OF THE BOARD 
OF DIRECTORS, DOANE AGRICULTURAL SERVICE, ST. LOUIS, 
MO., REPRESENTING THE CHAMBER OF COMMERCE OF THE 
UNITED STATES 


Mr. Doane. Thank you very much. It was very nice of you to 
reconvene to hear me this afternoon. It fits in very well with my 
program. My name is D. Howard Doane. I am chairman of the 
board of the Doane Agricultural Service. Inc., St. Louis, Mo. I am 
a director of the Chamber of Commerce of the United States repre- 
senting agriculture and I am a member of the chamber’s agricultural 
committee. I live on and operate a farm of my own in central Mis- 
souri. Also I have with me Mr. Walter Garber of the United States 
Department of Agriculture. 

The national chamber is a federation of 3,100 State and local 
chambers of commerce and trade associations, with a total of 21,000 
business firm members, and an underlying membership of 1,680,000 
business firms and individual businessmen. 

The national chamber has from its inception maintained a deep 
interest in agriculture. Many of our cities derive the majority of 
their income directly and indirectly from agriculture. In my own 
city of St. Louis that figure is 64 percent. No widely representative 
group of city businessmen can gather together for a discussion of the 
welfare of their businesses without sooner or later finding themselves 
considering the ups and downs and the future of agriculture. 

Our membership has evidenced an understanding of this mutual 


interdependence in this general statement of policy 


many people fail to realize the common stake between f ers and other b ising ss- 
men in mainta ng free enterprise and a resulting strong economy) Tl ° ire 
of our Nation may well lie in parallel or joint action in public affairs by farmers : aaa 
other businessmen A great challenge exists, therefore, in our country to achieve 
a complete understanding of their mutual interests, and of the problems peculias 
to each. 

Let me now turn to some of the specific issues before this committee. 
I quote again from the chamber’s current policy statement on agri- 
culture adopted in 1950: 

Price supports, which should be used only in emergencies, must be flexible and at 
levels which will not stimulate increased production leading to umnanageable 
surpluses. Surpluses beyong a reasonable margin of safety are potentially 
langerous not alone to agriculture but to the rest of the national econom 

High price supports must be avoided because to maintain them the Government 
inevitably will be obliged to enforce controls which may lead to the complete 
regimentation of the farmer. 

It is because of this belief and long-standing policy that the chamber 
comes before this committee to support the principles and intent of 
the administration’s farm program. 

< anes 

he search for stability in agriculture has been a long and con- 
tinuing one. Stability is difficult if not impossible unless there is some 
reasonable balance between output and use. The basic long run prob- 
lem of agriculture is to establish and maintain such balance. 

It would be a tragic oversimplification to hope or to expect that 
flexible price supports alone can or will, as a panacea, restore the bal- 
ance that is indispensable if agriculture is to avoid the lot of an invalid 
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industry. Other tools must be used in achieving and maintaining 
balance and stability. 

But in spite of these limitations, we feel that it is imperative that 
the farm program move in the direction of adjustable or variable prices, 
We do not see how it can be denied that both production and consump- 
tion do respond to the levels of prices. Prices unavoidably are related 
to costs in the operations of farmers. In our whole economy this re 
lationship, through incentives and attrition, is the medium through 
which our whole complex economy communicates its values,  Pric: 
is not only the common language, it is the only effective language, o1 
perhaps we might say the most effective language. 

In agriculture the levels of prices have important functions in 
restoring balance. Prices are necessary to increase consumption of 
some commodities both at home and abroad. Demand, the farmers’ 
customers, must be won back to our products. Proper pricing is a 
necessary tool in this effort. Other measures will be required, but 
realistic pricing cannot be ignored if the effort is to succeed. 

Among the different farm commodities themselves variable prices 
are necessary as production guides as to how the farmer’s efforts are 
to be distributed. Changing prices and the relationships between 
them offer the only dependable measure to keep agriculture working 
toward a balance within itself. Attempts to find substitutes for 
varying prices result in schemes that are crude, inferior, and that 
depend too much upon politics and short-run pressures. 

Fixed and arbitrary pricing bring inevitable controls. We are well 
aware of the fact that if the Government offers any form of price 
supports to farmers for their products the Government must have 
more than one tool for controlling production. 

Lf the fundamental objective of farm programs is to improve farmers’ 
profits, there are three major factors controlling farm profits that 
must be brought into the program. ‘They are volume, price, and 
costs. The control of only one will not achieve the desired objective 

If controls are to work, a control in theory must also be a control 
in fact. Acreage limitation is an illustration of a type of control that 
in fact does not control. To be even temporarily acceptable to farmers 
controls must appear to allow farmers a maximum latitude for making 
farm management decisions vital to the success of their operations. 

Yet the whole busis of fixing a support level is monopoly pricing 
monopoly in the technical economic sense that total value of output 
is increased by reducing supply. If the Siamese twins of high price 
supports and limited production are to be the main tool ‘of farm 
policy, a healthy balance between production and use in the farm 
economy as a whole can be achieved, if at all, only by a continuing 
expansion of controls from enterprise to enterprise, from commodity 
to commodity. Finally, the last remnant of capacity in excess of 
demand at the monopoly price has to be eliminated. 

We believe that there are two consequences that flow from this 
process. The first is that, as the reins are tightened, farmers them- 
selves will find the program onerous and unacceptable. Therefore, 
and second, they will be driven to every ingenious resource at their 
command to escape the restraining effects. Thus the program will 
not work. Somewhere along the line it will inevitably break down 
The present problems of what to do with diverted acres are but a 
glimpse of the Pandora’s box of troubles in this connection. 
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These considerations may sound elementary. But we _ believe 
sincerely that they are fundamental considerations that are too 
much ignored or glossed over in discussions of farm policy and pro- 
grams. We believe that these are principles that farmers and their 
spokesmen cannot afford to ignore if agriculture is to be strong and 
free. 

It seems to us, therefore, that the administration proposal to em- 
brace the principle of flexible prices as the basis for farm programs is in 
recognition of these fundamentals, and that the acceptance of the 
principle of flexible pricing is an indispensable condition to a healthy, 
balanced, stable, free, and prosperous agriculture 

Set-asides: It is our judgment that the proposal to set aside from 
price-support calculations a substantial part of the presently accu- 
mulated stocks of some commodities is a necessary step and as such 
the chamber supports it. The accumulated stocks are the conse- 
quence of policies made necessary as war and postwar measures. 
The stocks were acquired in carrying out commitments arising from 
those policies. We see no need to blame Government or farmers for 
these stocks, the acquisition of which has served its purpose. Such 
stocks should not be left indefinitely as a millstone around the neck 
of the farm program to prevent flexible prices from serving as a guide 
to future production. 

However, we think it is realistic to recognize that too much can be 
expected from the proposed set-asides. ‘They are desirable in theory 
if they can be made to work in practice. We must remember that no 
product is marketed until it reaches the final consumer. Simply 
sending it to him by a different route does not really remove it from 
the market. 

Unless accompanied by sound policies that lead to balanced agri- 
culture, the effect of the set-asides could be quickly dissipated. We 
hope the set-asides will be skillfully and intelligently used like a 
surgeon’s knife, and not as a magician’s mirror to create an economic 
illusion. 

Because of the difficulties in handling the set-aside commodities we 
believe that the methods of disposal or outlets available to the Secre- 
tary of Agriculture should be very broad. We would suggest for 
consideration the changing of form of products, from edible to indus- 
trial uses, and close grading or the upgrading or improvement of 
products. 

Modernized parity: We support the administration proposal to put 
all commodities on the modernized basis as per schedule in present 
law. Since parity has a historical base, parity always looks backward. 
Because of this, justice is acheived on individual commodities only if 
the base period was one in which reasonable balance and stability 
prevailed with respect to such commodities. 

Both the production and the consumption of many farm commodi- 
ties have experienced great and dynamic changes. These have com: 
from our changing technology, from changing consumer preferences, 
and the development of new commodities that have displaced others. 
Parity therefore should not look backward so far as to overlook these 
changes. 

Because there is a degree to which many farmers make some choice 
in the commodities they produce, it is important that the relationships 
between commodity prices, their supports and, therefore, their parities 
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be realistic in reflecting the forces of supply and demand and tech- 
nology against which the commodities must be marketed. Parities 
must guide agriculture toward adjustment and stability, rather than 
away from them. They must take into account and be based upon 
the real forces at work. Since corn is one of the four commodities 
still on the old base parity, we may illustrate the importance of 
relationships between commodities by reference to the hog-corn ratio. 

Using the ‘‘old’’ parities, the hog-corr ratio is frozen at 11.3 bushels 
For the 10 years 1943-52 the ratio from actual prices was 13.0 bushels 
The ratio using ‘“‘modernized”’ parity ranged from 12.5 to 13.5 bushels 
If price supports had been key factors in the prices of the two com- 
modities during that period the ratio of the “old” parities would have 
greatly overpriced corn. This leads us away from stability, not 
toward it. 

Gradual transition: We support the administration’s proposal to 
make the transition to modernized parity on a gradual basis. As a 
practical approach this seems intended to minimize disturbances and 
to encourage stability by making changes gradually. 

We would like to point out, however, that gradualism if applied 
to other parts of the program, may cost more than it is worth. Giv ing 
time, or buying time, may aggravate malajustments if the time we 
buy is not used in promoting adjustment. A year ago the Secretary 
of Agriculture in extending 90-percent price supports for dairy prod- 
ucts indicated that the extension was to give producers time to come 
up with a program of adjustment. This was in response to the request 
of producers and theirspokesmen. Yet today the number of cows and 
the output per cow are larger than they were a year ago. 

The placing of limitations as to the amount of price adjustment in 
any 1 year tends to defeat the very objective for which the flexible 
price is established. No efficient farmer would cut the planned vol- 
ume of a given commodity for no greater reduction than 5 percent or 
less of a previous price which to him was already profitable. The 
Secretary must have wide discretion in this matter, depending on the 
volume of product in surplus and the margin of profit, if any, producers 
have at the time the adjustment becomes effective. 

Expansion of markets abroad: We endorse the emphasis the 
administration places upon the expansion of farm markets abroad 
We assume that this means the expansion is based upon mutual 
advantage, and that it is to be done as part of the larger program of 
increasing economic interchange among the nations of the world 
wherever feasible. A substantial volume of farm exports is vital to 
the prosperity of an important part of the American agriculture. 

Senator ScHorrpPe.. I would like to ask you at that point, Mr. 
Doane: Do you take into consideration the degree of dislocation that 
could result if some restraint is not placed upon the volume of imports 
that are produced in countries with a far less cost factor? 

Mr. Doann. Yes; I do. I am fully aware of the point you are 
making. It is a very vital one. 

Senator ScHorprEL. It would seem to me that unless that is taken 
into consideration any program that we would work out in the face 
of, say, an unlimited importation, would just defeat the whole domestic 
program that we are trying to work out here. 

Mr. Doann. That is right That is why we have tried to say in 
there ‘to mutual advantage.’’ That tends to limit it quite a little; 
does it not? 
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Senator Scneopre.. Of course I will say quite frankly to you that 
our experience over the last year or a year and a half has indicated 
there has been too hesitant an attitude taken by the executive depart- 
ments of the Government concerned with foreign aid, in pushing more 
actively into the world market. That may not concern you, but it 
certainly is a situation that has been brought to the attention of the 
Agriculture Committee here. We are hopeful that we can see a 
more vigorous expansion program worked out. I, for one, from the 
little investigation I have made, believe it is possible. We are show- 
ing signs along that line now. For instance, the action that was 
taken recently in Spain or over in the Asiatic areas, where they are 
willing to accept some of these surpluses at agreed costs, will prove 
advantageous for further expansion of the utilization of our surpluses 
in those areas. 

Mr. Doanr. And certainly the degree to which we can remove 
obstructions that relate to the method or mode of doing the job, we 
are in the right direction. I can see no objection to that. 

Senator Scuorepre. It has been advocated that the farm foreign 
expansion program in relation to markets should receive greate! 
emphasis by having the Agriculture Department handle it rather 
than have it spread around 2 or 3 of the other agencies. I think that 
that is a good thing for us to consider 

Mr. Doane. Has not the history been that what our Agriculture 
Department has proposed from time to time has been vetoed whereby 
other departments have felt it would be very detrimental to the 
activities? It has sometimes slowed up what would be quite advanta- 
geous from an agricultural standpoint? 

Senator ScHorpret. That is right. That is what we have been 
finding out. 

Mr. Doane. Conservation on diverted acreage: We support the 
administration’s stress on the basic objectives of conservation in any 
diversion of acreage from production which may become necessary. 
We would urge th at such uses be not only related to the basic objectives 
of conservation but also that the diverted acres be aed to achieve a 
maximum of conservation on them. 

Wool: We support the administration proposal of a special program 
for wool. The wool problem is a complex and difficult one. It is an 
important strategic commodity but we are a deficit Nation in wool 
The special treatment proposed seems to us justified in the light of 
these facts. 

Research: We would like to commend to the consideration of this 
committee the importance of expal nding agricultural research as a pri- 
mary tool in strengthening agriculture. Expanded research is needed 
in the development of new uses and the discovery of new processes for 
using farm products. The future will isdn us for this progr 
It will also demand of us new commodities and new varieties of exist- 
ing commodities if farming is not to become static and stagnant 

Few persons realize that 150 plant species produce nearly all United 
States crops. Plant species native to the United States and Canada 
are not more than 15,000, while identified plant species of the world 
number more than 300,000. We suggest, therefore, that more em- 
phasis be placed on the introduction of new plants to he ip in the con- 
structive development of American agriculture. 
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Much greater research is needed to improve efficiency in our market- 
ing system. It is our belief that the contributions that research can 
make to the future strength and stability of agriculture are not 
properly appreciated. We believe that public expenditures in this 
direction will pay off many times over the outlays for price support 
and control programs. 

In conclusion, we wish to emphasize that we have come before you 
as representatives of a broad cross section of the entire business com- 
munity, including important agricultural segments, and not as spokes- 
man for any particular group. 

The chamber finds itself in general agreement with the overall 
program and approach suggested by the administration. We endorse 
it enthusiastically for the reasons we have outlined, because we believe 
it embraces a sound and constructive approach to the problems of 
agriculture, because it is based upon sound principles that promote the 
real and permanent strength of agriculture, because it will be in the 
best interests of farmers for the vears ahead, and because it will serve 
best the entire economy and all its citizens. 

Senator Scnorrpet. We thank you, Mr. Doane. We hope we 
have not delayed you too long on your other appointments. I am 
sorry we failed to have this afternoon more members of the Agricul 
tural Committee. I know that some of them are in other hearings 
this afternoon, else they would have been here. This will be made a 
matter of record and will receive the consideration of the committee 

Mr. Doane. Very many thanks to you for taking this time to hea: 
us. We appreciate it very much. 

Senator ScHoepre.. Are there any other witnesses here? Somy 
suggestion was made by the chairman of the committee this morning 
that Mr. Squires of the Roberts Dairy was likely to be present. If 
there is nothing further, the committee will recess until next Monday 

(Whereupon, at 2:50 p. m., the committee adjourned, to reconvene 
at 10 a. m.. Monday, March 29, 1954.) 
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